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EDITORIAL 


As We See It 


That remarkable aggregation of mystifying 
terminology and astronomical figures commonly 
known as the “National Accounts” has now been 
issued by the Department of Commerce covering 
the year 1956. Estimates or guesses long current 
about most of the more important statistics con- 
tained therein make it unlikely that any great 
surprises will be found in the final figures, and 
such indeed proves to be the case this year. The 
fact that many of the concepts employed in this 
gigantic statistical product seem to the uninitiated 
to be rather aside from day-to-day affairs is in 
part at least responsible for the circumstance that 
important truth lies buried in these masses ol 
tables, and never comes fully to the attention of 
the rank and file. 

The yeerly appearance of this document should. 
among other things, each year bring a fresh re- 
minder to the people of certain drastic (we had 
almost said. tragic) changes that have come over 
the face of things in this country. The tremendous 
growth in the economy and the very large in- 
crease in prices have so enlarged the current 
figures that comparisons with a year so long ago 
as 1929 do not so readily yield truths which other- 
wise should be quite evident. Such difficuitics 
can without great trouble be overcome, however, 
and the results are well worth the effort. 

A surprising number of people appear to be 
familiar at least with the name of the quantity 
usually referred to as GNP, or Gross National 
Product, which may be defined as the total out- 
put of the people of the country at market prices. 
The continued and in fact rapid rise in the size 
of this figure is frequently a cause of self-gratula- 

Continued on page 32 
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“The Fundamental Issue’’ 


By GENERAL DOUGLAS MacARTHUR* 
Chairman of the Board, Sperry Rand Corporation 


General MacArthur recalls part of President Eisenhower's 
and the late Senator Taft’s joint manifesto regarding the 
fundamental issue of liberty versus creeping socialization 
by increasing government power and spending. Believes 
we are at the threshold of the “age of plenty” and dis- 
misses fears expressed about automation’s impact upon 
employment. Warns that the prophecies of Marx and 
Lenin, predicting the end of the American economy would 
come about via currency debauchment, fiscal bankruptcy, 
excessive taxation, and inflaticn, are in danger of fulfill- 
ment unless we practice economy as a virtue and treat 
public debt as the greatest danger to be feared. Cites 
Keynes’ remark just before his death that he must warn 
the British people about the dangers of inflation. 


The world is entering an age of evolution greater than 
it has ever betore known. Never in the 2-billion-vear 
history of human life, in the 5 billion years in which 
the earth has spun through the black 
vacuum of space from the sun, has 
man’s faculty for learning assumed 
such immense new scope and power. 
We are acquiring an ever greater 
degree of control and mastery over 
the processes of nature. We are now 
exploiting, not only scien‘ ‘fically but 
practically, the cosmic energy. We 
are graduating from earthly to uni- 
versal dimensions. This evolution 
has happened so quietly and natural- 
ly—without ceremony or undue em- 
phasis, without great debate or acid 
controversy—that we hardly know 
the exact instant that the change 
occurred. The tick of the cloek 
sometimes sounds so softly we do 
not hear it; yet we now know the hour has struck. Vast 
panoramas will unfold before us, wave following wave, 


Douglas MacArthur 


Continued on page 37 





*From a talk by General MacArthur at the Annual Stockholders 
Meeting of the Sperry Rand Corp., New York City, July 30, 1957. 


PICTURES IN THIS ISSUE: Candid photos taken at the Annual Outing of the Municipal 


Bond Women’s Club of New York appear on Page 18. 





Quarterly Investment Company Survey 
Funds’ Portfolio Policies 
More Aggressive 


“Chronicle’s” analysis of investment companies’ port- 
folio operations during second -quarter reveals’ moder- 
ately stepped-up purchasing of common stocks. along 
with maintenance of somewhat reduced although still 
substantial holdings of senior securities. Great diver- 
gence of individual management policies noted. Indus- 
tries favored include farm equipment, autos, banks, 
drugs, finance companies, food, insurance, machinery, 
paper, radio-TV, retail trade, steels, tires, and _ utilities. 
Liquidation hits airlines and natural gas. Mixed attitude 
includes aircrafts, building, chemicals, electronics, 
metals, oils, rails, and tobaccos. 





Tables appearing on pages 21 and 23 show Funds’ com- 

parative investment positions; total common stock and 

other securities transactions; and individual commen 
stock transactions by industry groups. 


During the second quarter, April 1 to June 30, between 
which dates the Dow-Jones Average of Industrial Com- 
mon Stocks rose from 475 to 503, with an intervening 
high of 513: and Moody’s Average of Corporate Bonds 
registered a further 5.9% decline, and the Index of 
Preferreds Stock prices fell 7.2%, investment company 
managements again somewhat lessened their defensive 
policies. As revealed in our Table of Security Trans- 
actions, during April-June 1957, 67.8% of all new buy- 
ing of portfolio securities went into common stocks, 
against 63.3% during the March quarter. Despite the 
lure of higher yields on senior securities, the dollar pur- 
chases thereof, altheugh still substantial, declined by 
14% from the March quarter, and their excess over sales 
decreased by 31.9%. In tne latest quarter they repre- 
sented 32.2% of all buying transactions, compared with 
36.7% during the March quarter. Dollar holdings of net 
cash and governments increased by only 3.5% (after 
capital gains distributions). 

Our Table showing the Average Allocation of Assets 
to Cash Items. Detensive, and Risk Securities, shows 
further that the June quarter’s decline in defensive se- 


Continued on page 20 
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The Commercial and Financial Chronicle 


The Security I Like Best 


A continuous forum in which, each week, a different group of experts 
in the investment and advisory field from all sections of the country 
participate and give their reasons for favoring a particular security. 


(The articles contained in this forum are not intended to be, nor 
are they to be regarded, as an offer to sell the securities discussed.) 


MERTON S. ALLEN 


Harris, Upham & Co.. New York City 
Members New York Stock Exchange 


Miles Laboratories 

Last Aug. 23, this writer had the 
pleasure and privilege of having 
an article appear in the “Commer- 
cial & Financial Chronicle,” under 


the famous 
column 
headed “The 
Security I 
Like Best’ 
and at that 
time chose 
Getty Oil. 
Shortly after 
writing the 
article, Getty 
paid a 5% 
stock divi- 
dend, and 
later a 2'% for 


; Ui 
one stock div- £74 


idend was el- Merton S. Ailen 
fected giving 

the owner 26215 shares for his 
hundred. Thus, in less than one 
year, the buyer of Getty at the 
time it was recommenued was 
able to double his investment. It 
would be an understatement to 
say that I wouid be pleased no 
end to see the same_ results 
achieved by the purchasers of the 
issue to be discussed here, Miles 


Laboratories Inc. I sincerely be 
lieve that this possibility exists. 

Miles Laboratories is a company 
that was formed in 1884 and has 
celebrated its 73rd birthday. As a 
matter of fact Miles is the proud 
payer of more consecutive divi- 
dend payments than this write 
has ever witnessed. Dividends 
have been paid each and every 
month since 1894. No better illus 
tration could be made of the sta 
bility of Miles Laboratories. 

The reader will probably recall 
Miles as the manufacturer ol 
Alka-Seltzei, Bactine, One-A-Day 
Vitamins, Tabcin, Miles Nervine, 
and other drug and pharmaceuti- 
cal products. 

Despite its rather enviable 
ord the management of Miles was 
aware of the tact that the com- 
pany was not realizing its fullest 
potential. To rectify this situation 
the fine management, engineering 
and consulting firm of Booz, Allen 
and Hamilton was called in. Son 
ot the beneficial effects of this 
move are already apparent 
it would not be presumptuous 
essume more will follow. 

The important Miles domestic 
subsidiaries are the Ames Co., 
Bischoti Chemical Corp... Sumner 
Chemical Co. and Takamine La- 
boratory. Miles is also well en- 
trenched abroad with foreign sub- 
Sidiaries in Argentina, Brazil. 
Canada, Colombia, England and 
Mexico. Foreign sales are expand- 
ing at a very rapid rate. Last 
month, Miles issued a release in- 
dicating net foreign sales for the 
first six months of 1957 were up 
44%. These sales are not con- 
solidated with domestic figures. 

The Ames Division of Miles 
noted for such items as Acetest. 
Bumintest, Clinitest and Hematest. 
These products involve various 
usages of urine analvses, i.e., for 
the detection of diabetes. etc. 
Ames, combined with Bischoff. 
also produces 


th = tele 


and 
to 


is 





tory for asthma suffers; Diatussin, 
a cough mixture; My-B-Den, an 
injective for variocose veins and 
bursitis; Nostyn, a superior form 
of tranquilizer; and many other 
products. 

The Sumner Division is the pro- 
caucer of fine chemicals such as 
isoascorbic acid and sodium isoas- 
corbate anti-oxidants for the food 
industry. Two other anti-oxidants, 
Luconox-9 and -4, are finding a 
place in the manufacture of syn- 
thetic rubber products. 

The newest division of Miles 
recently visited by the writer, is 
the Takamine Laboratory. This 
company was formed in 1898 by 
Dr. Jokiche Takamine, the dis- 
coverer of adrenalin. This com- 
pany is one of the largest corgani- 
zations in the world devoted 
exclusively to working in the 
enzyme field. This field shows 
unlimited potential for growth in 
the chemical and pharmaceutical 
industries. The writer was vers 
impressed by work going on at 
Takamine with enzymes for use in 
new processes and areas of manu- 
facture. At the time of the visil, 
work was in progress to double 
the research and some of the 
manutacturing facilities. 

Miles Laboratories seeins 


to be 


very progressive and research 
minded. In addition to its domes- 
tic research expansion prograim, 


the company has research grants 
end fellowships in Puerto Rico, 
Germany, Japan, Sweden, Hawaii 
and Scotland. A full time Research 
Medical Director has joined the 
company in the United Kingdom 

In the five-year period from 
1947 through 1951, Miles applied 
for 11 U. S. patents. In the fol 
lowing five years, Miles applied 
for 86 patents, This, I believe, 
adequately illustrates the intensi 
lied research program. 

The board of directors of the 
company consists of a fine group 
of capable men whose average axe 


is 58, excluding the President, 
Walter R. Beardsly. Dr. M. H. 
Seever, Ph.D., M.D., University ol 


Michigan, was recently appointed 


director to the board of Miles, 
tilling the vacancy caused by the 
death of Dr. David Beardsly. 
Dr. Seevers was Past President 
ot the American Society of Phar- 


macology and Experimental Ther- 
apeutics. 

Miles Laboratory seems to com- 
pare quite tavorably with its com- 
petition in the patent and ethical 
drug field. (See Table) 

It can readily be seen that Miles 
Laboratory is relatively attractive 
as an investment in comparison to 
the other companies. Most of this, 
of course, is due to the fact that 
Miles is an unlisted security and 


has not as yet had too active a 
market following. However, its 
enviable dividend record should 


largely compensate for this situa- 
tion. 

The management of Miles seems 
bent on a selective diversification, 
acquisition and expansion  pro- 
gram. This is being done aggres- 
sively but with prudence and in- 
telligence. The insiders are large 
stockholders and thus have much 
at stake. Management has demon- 
strated a positive and modern 
stockholder relations attitude. 


Aminet, a supposi- Management seems to want a 
: Miles L Norvich Pi h Sterling Bristol-Mvers 
Debt $2,380,000 $1.960.000 $3,400,000 $25.290.000 $11,460,000 
Ni t are 24,000 Nor None None 51.060 
Oo. ct ol hares 1,207,006 1.883.006 1,140,000 7.900 .00¢ 1,520,000 
Sa r 4 $42,440,009 $29,510,000 $24,470,000 S177. 706 00t 400.000 
Per hare price S25 $35 lt $3 35% 
Per share ea n $2.0: £1.80 $1.05 $2.14 $3.55 
Per share dividen 1.04 a 45 1 “1.49 
Price-ti earning 12.45 173 15. 16 
Divider ri 4 2.6 2.5 41 3 
Divider 1894 l 931 1902 i90 
) { ( { 4 t 50 





This Week’s 
Forum Participants and 
Their Selections 


Miles Laboratories Merton S. 
Allen, of Harris, Upham & Co., 
New York City. (Page 2) 


Foster Wheeler Corp.—Lawrence 
S. Viaun, Investment Analyst, 
Auchincloss, Parker & Red- 

path, New York City. (Page 2) 
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wider distribution of stockholders 
and indicates a desire to keep 
them more than satisfied. There 
was a 10% increase in the number 
of stockhoiders owning Miles this 
past yeer. 


There has been some recent in- 
stitutional interest developing in 
the company. Pioneer Funa added 
10,000 shares of Miles Laboratories 
to its portfolio, around the present 
price, in the quarter ending June 
30. The Pioneer Fund has indi- 
cated an unusual ability in tie 
past to find securities that could 
be classified “sleepers” wita 
unigue capital gains potentials. 

Miles’ sales have been 
forward steadily for at least the 
past ten years: each year has 
shown an improvement over the 
prior year. For the first six months 


as 


moving 


of 1957, sales were up 5%. Net 
per share rose to $1.09 from 97 
cents, a gain of 13% for the same 


period. 

In view of the foregoing ii 
seems to the writer that the com - 
mon scock of Miles Laboratories, 
around its present price of $24 
per saare in the Over-the-Counter 
Market and paying monthly divi- 
dends yielding about 4% per year, 
offers excellent capital gains po- 
tential as well almost un- 
equaled stability. 


as 


LAWRENCE 8S. VLAUN 
Investment Analyst, 
Auchineloss, Parker & Redpath. 
New York Citys 
Members New York Stock Exchange 
And Other Exchanges 

Foster Wheeler Corporation 


The speculative interest re 


cently shown in the shares c1 
Foster Wheeler appears fully 
justified. Overall, the present pi 


ture for Foste: 
Wihoieeicl is 

very havvpy 
one. The com 
pany is enjoy- 
ing the largest 
backlog in 
many years, 
in both the 
shops and the 
engineering 
. and construc- 
‘ tion aepari- 
ments. Un- 
doubtedtvyv 
1957 will be a 
good yea 
from an earti- 
ings standpoint. Prospects for new 
business are equally good. I 
not wish to get too far out on u 
limb, but unless all signs fail. 1958 
should also be a banner year be- 








Lawrence S. Viaun 


ads 


cause Foster Wheeler is working 
on enough prospects at the mo 
ment to give a reasonable basi: 


for that prediction. 


Currently, Foster Wheeler's 
volume can be roughly divided 
into two major categories: 50°, 
irom the Process Plants Divisio 
and 50°. from the Equipment Di 
vision. The former designs and 
constructs plants for refineries 
and chemical companies, w 
the latter sells services and prod- 
ucts which are in demand b: 
central station power companies 
shipbuilders, industrial conceit 

and government agencies. Proc 

ucts include industrial steam gei 

erators, condensers and feed watt 

heating equipment, marine stea 

generating equipment, cooling 


Continued on page 47 
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Credit and Interest Rates 
In the Investment Boom 


By ROY L. REIERSON 
Vice-President and Economist 
Bankers Trust Compary, New York 


Noted bank ofiicial and economist expiscates the ramifications 
of our full-fledged investment boom and present interest rate 


pattern which, unlike past two 


postwar business upturns, is 


not based on capacity industrial production. Mr. Reierson is 


skeptical of our prospects in 


halting the wage-cost price- 


inflationary spiral we are having, deplores the mounting 
anti-tight credit pressures which prevent market forces from 
aligning investment demand with savings, and castigates our 


anachronic depression-day aims 


“economic decisions to the realities of our times.” 


and policies instead of fitting 
Foresees 


no rapid economic decline, tighter credit or higher interest 
rates, no Treasury crisis nor long-term financing in the coming 
months, and warns that additional demands for Federal spend- 


ing will cause the Treasury to 


resort to bank credit and, in 


turn, induce expansion of member bank reserve credit and, 
thus, lead to further monetary inflationary pressures. 


Repeatedly in the pest two 
years credit and investment mar- 
kets have felt the pressure of 
large demands for 
for a_ limited 
supply, and 
repeatedly in- 
terest rates 
have surged 
ip wagdt @&. 
fecently the 
C4 pp i824 
markets have 
experienced 
another 
particularly 
strong bor- 
rowing wave, 
and many 
short-term 
rates. as well 
as bond yields, 


funds bidding 





Roy L. Reierson 


have advanced another notch. 

Contributing to the uncertain- 
ties in the market place is the 
growing awareness of the Treas- 
ury’s problems in managing the 
debt. Redemptions of savings 
bonds have soared, Treasury re- 
funding offerings ot marketable 
securities have not been well re- 
ceived, and the Treasury’s cash 
position has deteriorated rapidly 
since the start of the year. 

All this is but another reflec- 
tion of the fundamental predica-~- 
ment created sy the investmen:‘ 
boom huge financing reauire- 
ments pressing upon an_ inade- 
quate volume of savings. Mory 
over. it appeais that these diffi- 


culties are by no means transitory 
but are ieVvitable concomitant 
of persistently intlationary en 
vironment. Thus, unless the inila- 
tionary trend subsides, some wo! 
the problems that have come 
the fore in recent months 
continue troublesome for 
ahead. 


an 1} 


LO 
may 
years 


Origin of the Credit Squeeze 


Viewed in broad perspective, it 
is evident that liquidity in our 
economy has been declining, credit 
has been tightening, and interest 
rates have been in arising trend 
ever since the end of World War 
Il. This: should not be surprising, 
since interest rates at that time 
were still unusually low, reflect- 
ing their decline to altogether 
subnermal levels during the Great 
Depression and the subsequent 


freezing of rates at these levels 
to finance the war. These arti- 
ficially low levels had been main- 
tained only through a tremendous 
increase in the money supply and 
the creation of 2 powertul infla- 
tionary potential. 

Moreover, the irregular but per- 
sistent advance in interest rates to 
the present time has coincided, 
naturally enough, with a decade 
and more of high and vigorous 
capital investment activity; most 
of the rate rise occurred in the 
three postwar periods of rapid 
business expansion: 1947-48, 1952- 
53, and 1955-57. This response of 
interest rates to economic condi- 
tions is to be expected; through- 
out our modern {financial history, 
rates have tended to move in line 
with the broad sweep of business 
conditions. 

Upon closer review. however, it 
appears that the present rate rise 
differs from the advances re- 
corded in the previous two post- 


war business upturns. Currently, 
interest rates have firmed even 
though industrial production has 
been fairly level since the summer 
of 1956 and. indeed, has recentiy 
backed away somewhat from its 
year-end high. It is difficuit to 
avoid the conclusion that present 
developments in the capital mar- 
kets are not simply a reflection 
of the business cycle: rather, they 
c<eem to mirror problems which 
ere deevly rooted in the structur: 
of our ecconomy 


Large Capital Requirements 

Underlying the continuing rise 
of interest rates in the past three 
yeais is a sustained shortage ol 
savings. The American ecoa- 
omy is clearly in a full-fledged 
investment boom. Moreover, 
only have financial requirements 
been enhanced relentlessly »y 
spiraling wages, costs and prices, 
but the cost of capital goods, such 


nev 


4 
noe 


building, construction and 
machinery—all large users of in- 
vestment capital—has risen much 
more rapidly than prices in gen- 
eral. The supply of savings 
meet these needs, however, 
grown only slowly and sluggishly, 
so that’demands for capital have 


Continued on page 28 
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Observations... | 
By A. WILFRED MAY 





} inc ee 





FROM A FRESHMAN AT 
BEAVER COLLEGE 
(For Women) 
DEAR MR. MAY: 

Your column in the issue of 
July 11 is most interesting, and 
pointed (at me, I'm afraid). For 
the most part I am in agreement 

with you, es- 
} pecially about 
i _. the cause for 
the rise in the 
market. 
But I don't 
feel that no 
one should 


buy specula- 
tive stocks. 
Have I misin- 
.« terpreted this 
—- | point in your 
; argument? I 
feel that one’s 
s portfolio 
should be well 
diversified, 
including many kinds of stocks, 
some of which can be speculative. 
However, the ratio of speculative 
stocks, to, as you put it, “safe” 
stocks, such as ATT, etc., should 
be in a lesser proportion. 

For example, in my own case, 
I now hold five shares of U. S. 
Steel, one share of ATT, and one 
share of Celanese (and some Gov- 
ernment bonds). I recently pur- 
chased ten shares of Monmouth 
Race Track, a purely speculative 
stock. My reasons for doing 
are as follows: 

I have wetched the newspaper 
daily as to the number of people 
present at the track. The amount 
of people and money bet far ex- 
ceed not only last year’s record; 
but also the attendance and intake 
at the New York track, which 
runs simultaneously with Mon- 
mouth Park. This is something 
that has never happened before. 
I fee] that as soon as their state- 
ment is released, the stock should 
either go up or the track will pay 
a handsome bonus. 

Have I made a 





A. Wilfred May 


SO 


foolish choice? 
JILL CURTIS 
Class of 1959 
Beaver College, 
Germantown, Pa. 
Realistic Valuation versus 


Definitions 
In pointing out some of the 
speculative excesses and atmos- 


phere of the bull market, I did not 
mean to convey the impression of 
advocating the shunning of “spec- 
ulative” stocks. In fact, the main 
distortion of today’s market may 
actually be in the’ overvaluation 
in the Blue Chip, or non-‘‘spec- 
ulative” area; with such issues— 














as in 1929—ignoring quantitative 
criteria of value, being deeined to 
be “safe at any price.” 

It is our deep conviction that a 
good value, based on the realistic 
appraisal factors in each situation, 
should be bought at any time: and 
that the term “speculative” as so 
applied is extraneous. Your race 
track issue might actually be less 
speculative than your ATT under 
a given price differential. In any 
event, the dog of today may be 
the pale or deep Blue Chip of 
tomorrow; or vice versa. 

In line with this credo, you are 
distinctly on the right track in 
your attitude in your buying into 
the proprietorship of the Mon- 
mouth Race Track (in contrast 
to that of the “customers’’). At the 
same time, I would caution you 
rot to overemphasize the volume 


of business as a value factor, to 
the neglect of earnings coming 


through, and of possible property 
and other asset valuation. Remem- 
per that the railroad passenger 
carriers and the meat packers, 
bad investments, have always en- 
joyed heavy volume. 

Hats off to the diversification 
your portfolio has achieved; rang- 
ing from fixed-interest govern- 
ments (parenthetically included 
by you) to equity in the ponies 
traffic. 

A. W. M. 

FROM ANOTHER “LADY IN 

FINANCE” 
DEAR MR. MAY: 

te ferring to your article in the 
“Chronicle,” Thursday, July 25, 
‘How High Is Too High?” you very 
correctly point out the difficulties 
of knowing just when the dcan- 
gerous market elements will be- 
come effective. I would very much 
like to know if the action of 
Bonds is any kind of signal. Does 
the recent weakness in Bonds con- 
stitute an indication that stock 
prices will soon begin to drop? 
And if so, will that result in peo- 
ple then buying more Bonds, caus- 
ing a major recovery in the Bond 
market. 

JOSEPHINE COUTURE 
39 Broadway, 
New York City 
When Is “The” When? 

The acute decline in the bond 
market, with Governments and 
tax-exempts included in the dog- 


house; along with high-grade 
stocks yielding less than first- 
aualitv fixed interest obligations, 


certainly constitutes a major in- 
dication of stock market vulner- 
ability. But, the long course of 
the decline in the spread between 
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stock and bond yields perfectly 
substantiates our conclusion as 
to the impossibility of gauging 
the time of a signal’s becoming 
effective. The stock-bond yield 
ratio (that is, the average yield 
of Standard & Poor’s 50 Indus- 
trial Stocks related to that on its 
High Grade Industrial Bond In- 
dex) which, in 1950 after years of 
stability, stood at a normal 2.8%, 
thereafter entered and extended 


period of steady and drastic de- 
cline, as follows: 

Stock vs. Bond Yields 
January 1952 . 8% 
June 1953 1. 8 
Average 1954 1. 8 
Average 1955 a 
Average 1956 l. 2 

1957 
January 1 oe 
February heme 
March i. 
April ey | 
May J , 1.10 
June . 0.99 
July — 0 


*Below the minimum of the 1929 stock 
boum-crash period. 

Surety wis ratio at any time 
after 1954, and particularly in late 
1955 when it fell below the 1929 
stock-craze period, could have 
been regarded as an important 
danger signal. 

So who can 


tell whether even 


the present record below-parity 
1atio figure presages an early 


stock market break? 

And does the sizable disparity 
between the yields (of 612% or 
so) still available on the run-of- 
the-mill stocks, and the meager 
3.71% on the 50 selected indus- 
trials, perhaps indicate that only 
a special area of the market is 
now over-valued? Is the prepon- 
derant non-Blue Chip section still 
healthy and its reversal a way off? 

‘the constructive affirmative 
solution to these questions lies in 
market policy concentrated = on 
diversifying between fixed-inter- 
est and equity securities, and then 


appraising individual stocks on 
their realistic value facters — in 
lieu of worrying about turning- 


point signals. 


Answering your final query: a 


major stock drop assuredly will 
by itself stimulate bond buying: 


reversing the investor’s long shift 
from shrinking and discouraging 
bond portfolios to the glamorously 
appreciating stock sector. 

A. W. M. 


Lewis to Be Partner 
Of E. F. Hutton & Co. 


Ronello B. Lewis will become 
a general partner of E. F. Hut- 
ton & Company, 61 Broadway, 
New York City, members of the 
New York 
Stock Ex- 
change, it was 
announced 
yesterday by 
Rulort &. 
Cutten, senior 
partner of the 
nationwide 
stock broker- 
age firm. Since 
1953 Mr. Lewis 
has been Vice- 
President and 
Comptroller of 
Olin Mathie- 
son Chemical 
Corporation, 
and prior to that for a four-year 
period served as Comptroller of 
the Radio Corporation of America. 
Earlier he was associated with 
Butler Brothers and Montgomery 
Ward & Co. 

He writer and lecturer on 
financial subjects and his current 
book, “‘Accounting Reports for 
Management,” has just been re- 
leased. 

At the same time, Mr. Cutten 
announced that Charles E. Crary, 
son of the late Allan H. Crary 
who was a partner in E. F. Hut- 
ton & Co. for 23 years, will also 
be admitted to the firm on Aug. 1 


Ronello B. Lewis 


IS a 


as a general partner with head- 
quarters in the Tucson, Arizona. 
branch. 
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The nicture for business and industry in the latest v 
peared a bit brightcr with steel, electric and 
showing signs of imnrovemert. 


a 


veek ap- 
automotive cutput 
Retail trade volume showed 








come 
expansion witn reports placing sales at 1°% below to 3 above 
the like 1956 week. 

According to the Council of Economic Advisors, the gross 
national product in the second quarter of 1957 advanced to another 
new high end exceeded that of the preceding quarter by 1%. 
Increases in inventory buying were mainly responsible for the 


rise and offset declines in residential building and purchases of 
capital goods, 

Personal income moved up fractiorally in June te an annual 
rate Of $344,090,000,000 and was 5% higher than the June 1956 
period. The Oftice of Business Economics pointed out that the 
major part of the increase was brought about by wage and sal- 
ary disbursements. Awards for highway construction, it is noted, 
«lso rose sharply the past week, touchins the highest weekly vol- 
ume on record, according to “Engineering News Recordi.” This 
offset declines in privete construction, boosting the total dollar 
volume of heavy construction awards 2% over that of the pre- 
ceding week. The cumulative total of construction contracts for 
the first 30 weeks of 1957 was 16% less than the corresponding 
period last year. Construction activity in many areas was again 
curtailed the past week by the cement workers strike 








Steel people will come out fighting when they appenr before 
congressional price probers beginning next week, and will have 
plenty of ammunition handy to defend their vricing policies over 
the years, states “The Iron Age,” national metalworking weekly, 
the current week. 

This trade weekly reports that the mills will show that their 
ealnings over the years are pretty much in line with those of 
other industries and less than many big industrial grouvs. 

The mills, it adds, will defend their right to use part of their 
carnings to finance expansion »y pointing out that from 1947 to 
1956 the steel industiy spcnt $8,000,000,000 on new or better facil- 
ilies, increasing steelinuking capacity by 46%. About $3.900,900,000 
of this came from earnings, while long-term debt was increased by 


$800,000,000. The balance 


of the $8,000,00).C00 came from stock 
sales and from cash generated through fast amortizatio: 
“The Iron Age” says the Senate price probers will get a full 


rundown on steel’s future need tor cash. Tne steel companies will 
point out that fast tax privileges are running out, that 
tion allowances are too low to mcet the expense of 


leprecia- 
maintaining 


existing plants aid that the industry is reaching a point where it 
must build new intcgrated mills. 

Meanwhile, continues this trade paper, it looks as though 
the steel market has finally turned the corner for the better. In- 
coming orders are picking up. This includes some automotive 
business, although Detroit has not as yet jumped in with both 


feet. 
the 


The overall order picture so far is not overwhelming, but 
trend is there. 
As the outlook improves, steel are taking a 
closer lock at their inventories. Many steel customers are keeping 
in close touch with steel salesmen as u hedge against being caught 
short. Some of the autcmctive business is to plug holes on inven- 
tory shortage items. 
The milis themselves are mere optiniistic. One large »roducer 
looks for third quarter at 93 to 95% of capacity and possible full 
capacity operations during fourth quarter. 


market users 


When automotive demand catches five, it will tighten the 
market in sheets, principally. But other items that to date have 
been slow also will pick up. 

Steel prices in Great Britain went up an average of 7% on 


July 29, according to the metalworking weekly. This is 
double the percentage rise in American steel prices. 
the higher 


nearly 
Producers 


said prices were needed to cover increased material 


Continued on page 34 
pag 
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The Bull Dog 


y IRA U. COBLEIGH 


Enterprise Economist 


A current consideration of a famous manufacturer of heavy 
duty trucks, Mack Trucks, Inc., is offered in light of its past 
and its prospects. 


Passeng: automobiles have 
changed tneir designs and lines so 
arastically through the years, that 
in many cases, it is difiicuit today 
to distinguish 
1957 models 
by make. A 
Stutz Bear 
Cat, or a i916 
Packard 
could, in its 
day, be posi- 
tively identi- 
fied at 100 
yards by any 
school boy: 
but not so the 
cars Of this 
year’s) manu- 
ra <¢ tu. £-e: 
Equally among 
trucks, too, 
lot of identity has been lost 
studious streamlining, and_ tez 
drop simulation. Out of all this 
progressive welter of arawing 
board Dali-ism in automotive dec- 
sign, one emblem in the truck 
field stands out, however, as 
clearly today as it Gid yeas ayy 
—the Meck Bull Dog. It’s a good 
symbol, too, because Macks, the 





ira U. Cobleigh 
al 
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Tiffany among heavy duty trucks, 
have consistently road-demon- 


strated those qualities of strength, 
durability, dependability, and te- 
nacity, cnaracteristic of bull dogs. 
with 


And, this plausible canine 
reference. we move oi to suite 
description, of the company tha: 
makes and services these re- 


nowned id respected Macks. 
Mack Trucks, Ine. is the largest 


a 


independent manufacturer of 
heavy duty trucks, having pro- 


duced in 1%56, 18,735 units. Toese 
included ocoth gas and diesel moti- 
vation, aod four and six wheci 
drives. 1 point of size, thes 
ranged all the way from eight, to 
sixtv-cicght. tons in gross vehicle 


weiszht. Wile the au.comotive biz 
three do. smong them, the lion's 
share of the truck business (above 
94°,), heavy duty haulers, spe- 
cially anc functionally designed 
for certein industries (such as 
building naterials and = ready 
mixed concrete) have been the 


particular province of the inde- 
pendents. Moreover, in many of 
these industrial uses, overloading 
is chronic; and a truck that can’t 


continue to perform cltectively 
when toting far more than its 


rated load, just doesn’t get bought. 
Well, Macks can take this over- 
loading stint, with as little down 
time and as low maintenance cos! 
as any units in the business. Such 
a reputation is an obvious sales 
asset. And Macks have certainly 
been selli 

For 1956, Mack sales were $254 
million, the best year in company 
history and $60 million over 1955. 
Not only . but net earnings for 
1956 soared $414 million over the 
preceding year to a whacking $12 
million. 'the first quarter sales for 


AT 
«at 


1957 were S68 million another 
new hig So here were not 
talking a it a tired coinpany just 
managing hold its own—we're 
talking t a company in, per- 
haps, th ost dynamic phase ol 
its hist art of thi 

aue } " tiv t 

nent in the persc Peter ¢ 
Peterso ecame President 
Februal 3 } ales |} 
bee! O 3120) millio 

only has ew ¢ Cul e eche 
lon more oubled t nual 
Ssaies s stre: lined and 
integrate ufact oper: 
tions versilied by acyulr- 
ing, Autumn of 1956, the 
C. D. Beck Company, manufac- 
turers of inter-city buses; and the 
truck division of Brockway Mo- 
tors. So whether the need is 


for giant trucks to haul aggregates 
for the Federal roadbuilding pro- 
gram; trucks for highway mer- 
chandise transport, or the latest 
style intercity bus, Mack can de- 
liver them. 

New truck sales are not the 
whole story, however. Parts and 
service are important, too, and in 
i956, accounted for 16i.% of 
gross; and this highly p-oiitabie 
section of operation is constantly 
growing as more units are placed 
on the read. 

There are 
main plant 


11,500 
at 


emplovees, a 
Allentown, Pa.: 
engine plant, laboratory, ware- 
house and an electronic division 
at Plainfield, N. J.: the Beck bus 
division at Sidney, Ohio, and the 


Brockway plant (under a long- 
term lease) at Cortland, N. Y. 


Mack is a highly integrated manu- 
facturer and nas always built it- 
self (and not just assembled) the 
vital components of its trucks. 
The sale of trucks these days, 
like everything else on wheels (or 
for that matter, off!) is prepon- 
derantly a credit operation. For 
example, in the case of Mack the 
balance shect of March 31, 1957 
showed current assets of $240 
inillion of which $78 million was 
in inventory and $149 million in 
receivables. To finance, in part, 
the latter, there was (also at 
March 31, 1957) a revolving bank 
credit of $95,385,000, w.ich was 
the main item in tue $160 million 
of current liabilitics. lt might be 
expected that part of this loan 
would, in due course, be converted 
into long-term debt, which at the 
moment consists only of $19,L09,- 
v00 of 5!o% deben.ures aue LYOU. 
These debcntures deserve a spe- 
cial note. When they were issued 
last August, each $1,000 bond car- 
ried warrants for the purcliase of 
if shares of common at $40 per 
share. Since then, however, the 
common was split 4 for and 
cach warrant now permits for the 
purchase of 1's shares of common 
at the same price ($40) until Sept. 
1, 1959; and at rising prices there- 
after. Warrants detached from 
the bonds now sell on the Ameri- 
can Stock Exchange at $13 and 
are interesting speculation in 
themselves. The 542s (ex war- 
rants) sell at 85. All of which 
leads us up to the common stock. 
Now Mack common historically 
has been an erratic performer. 
The truck business is both com- 
petitive and cyclical, and Mack 
showed losses in 1946 and 1949, 
and has been irregular in cash 
distributions. There have been, 
however, quite a few stock divi- 
dends—a 2-for-1 split in 1948, 5°, 
in stock in 1954, 10% in 1955 and 
5% in 1956. Thus Mack common 
makes little appeal to the income- 


" 
o 


minded investor, and considera- 
tion of this equity must be based 
on a speculative viewpoint. After 
a number of vears with wide 
variations in sales, and spotty 
earnings and = dividends, Mack 
now emerges with a hard-hitting 
management, amazing new vigor. 
aggressive sales, and new pla- 
teau of protitabill $.75 per 
share in 1956. All oj hic! ir- 
ried the stocth { 19 hil 
looks like $1.50 i 

OW QO ( i¢ t al ] | hye 
stock of ; majo CO lik 
Vlack does not see! ove riced 
at seve times earning and were 
ou to wroilecr Lise Vl oO} 3 le 
and earnings at tae curr row th 
rate, ior tne next two veal you 
could certainly become a bull on 
Mack. 

To sustain or justify optimisn 
of that eave sort, however, a 
look at the industry Mack serves 








might not be amiss. There are 10 
million trucks On the road right 
now and they represent 17% of 
all registerea venicies. They do 
19% ot the intercity freight busi- 
ness. Common carrier trucking 
companies now gross over $6 bil- 
lion annually (against $9 billion 
for the railroads.) This percentage 
of business done by trucks is defi- 
nitely on the increase due to (1) 
more efficient units, specially ae- 
signed equipment such as refrige- 
ration trailers; and LPG tankers: 
(2) the super highway program 
which wiil cut down intercily 
running time and eliminate delays 
due to traffic jams and (3) the 
moving of a myriad businesses to 
the suburb:-, removing the lags 
cue to downtown city congestion. 
So whether we look at the con- 
struction and roal building indus- 
try itself, or the outlook for trucks 


and buses on improved highways 
and thruways, the long run in- 
dustry projection is definitely 
favorble—and favorable to a qual- 
ity producer such as Mack. 
Through 56 sales and service of- 
fices in U. S. and Canada, 280 
domestic and 55 foreign, distribu- 
tors, Mack is well equipped for 
enlarged merchandising. 

In any event Mack today offcrs 
financial fare for all sorts of se- 
curity buyers. You can buy the 
5!2% debentures (ex warrants) al 
85 witn a current vield of about 


615%: you can make a Caicuiarceu 
risk speculation in the common 
at 30 (a 5.6% yield if the 45c 


quarterly Cividend is maintained); 
or you can just piain speculate in 
the warrants at 13. This is an in- 
teresting situation. Ycu may either 
be attracted to it; or perhaps de- 
cide to have no truck with it. 


Tax and Other Advantages in 
Contractual Investment Plans 


By NORMAN F. DACEY 
Norman F. Dacey and Associates, Connecticut 


Tax and other advantages found in contractual investment 


plans, not generally offered in 


voluntary plans, are discussed 


by Connecticut financial consultant. Points out, for example, 
that life insurance premiums are tax deductible in contractual 
plans since they are regarded as part of the gross investment 


in the 


The astonishing growth in pop- 


ularity of periodic investinent 
plans is a phenomenon of the 
cecade. The Stock Exchange 

Monthly  In- 


vestment Plan 
and the vol- 
untary plans 
offered by 
most mutual 
funds all re- 
port monthly 
figures which 
rO@1,@ ad. a 
steady climb 
in the number 
O:f...264 6. e' a 
planned in- 
vestment pro- 
grams. 

7a o- 
called con- 
tractual plans, which differ from 
the vountary plans in that a large 
part of the acquisition cost or 
“sales load” is concentrated in the 
first year of the program, have 
shared in this growing public 
enthusiasm for periodic invest- 
ment on a scheduled basis. They 
present a number of advantages 
not generally offered by the vol- 
untary plans. Most permit with- 
drawals and re-deposits at a nom- 
inal fee and without a re-acquisi- 
tion charge. They provide for the 
naming of a beneficiary to receive 
the plan at death, thus avoiding 
the delay, expense and publicity 
of probating. Tax-wise, they gen- 
erally elect to be taxed as an 
association. In effect, the acqui- 
sition charges and continuing 
maintenance fees paid by the par- 
ticipants are considered to be 
part of the cost of building tne 
“association” and ae substantial 
portion of these charges is deauci- 
ible from the income of the 
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Norman F. Dacey 
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“"aASSO- 


ciation,” thus making part of that 
income tax-free. These advai 
lages are pretty generally knov 
and appreciaied. There 
unique additional tax advanta 
however, which is no 
rea FOC 
0 ( ractt 

clue su ( r 
l 1 the } } 1 
call CO ieted j tne event 
tne death oi the investor ¢ 
the ten-vea tlatie rio 
This is O hed by Cal i 
a low-cost, deducing-term group 
creditors policy which covers the 
unpaid balance. Each month, th 


custodian bank insures the 


tol 


his account, deducting the cost 
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t complete 


ol 


for just enough to 


the insurance from his current 
monthly investment. 


Tax Deductible Life Insurance 
Premiums 
Life insurance premiums are 


not a legally deductible expense 
for tax purposes. However, in 
the case of toe contractual invest- 
ment plan, the insurance pre- 
miums are not considered as such, 
but instead are regarded as part 
of the gross investment in the 
plan. To illustrate: On one such 
plan begun ten years ago, and into 
which payments of $200 monthly 
have been made, the investor has 
enjoyed life insurance protection 
on his unpaid balance, ranging 
from $23,800 the first month, 
down to $200 the last month. Over 
the ten-year period, a total of 
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$857.40 has been deducted for in- 
surance protection. If the plan 
were liquidated now, its value 
would be about $38,000. Part of 
this increase represents the rein- 
vestment of dividends on which 
the investor had paid a tax each 
year during the accumulation pe- 
riod. He is now liable for a tax 
on the difference between the 
$24,000 he deposited and _ the 
$38,000 he is now withdrawing 
irom the plan, less whatever divi- 
dends he had reported and paid 
a tax on over the years. 
Actually, he invested only $23,- 
142.60 in the underlying mutual 
fund shares; toe other $857.40 
ccnstituted insurance premiums 
which he paid. But he doesn't 
pay a tax on the difference be- 
tween his net investment of $23,- 
i42.60 (adjusted for dividends) 
and the $38,000 liquidating value. 


The ‘tax is on the difference be- 
tween his gross investment of 
$24,000 (adjusted for dividends) 


and the $38,000 liquidating value. 
Thus, because or the peculhar 
nature of the contractual invest- 
ment plan, with its separate regis- 
tration as a security in and of it- 
selt, separate and apart from the 
underlying mutual fund shares, 
the investor is enabled to deduct 
the insurance premiums from his 


long-term capital gain on the 
plan. 
Curiously, this tax advantage 


coes not apply to so-called volun- 
tary plans in which the “secu- 
rity” being purchased is not the 
“pian” itself but the underlying 
mutual fund shares. In computing 
nis long-term capital gains tax 
liability under a voluntary plan 
with a life insurance provision, 
the investor must pay on the dif- 
fcrence between tne net amount 
actually invested in the mutual 
fund shares and the liquidating 
value. He cannot deduct the cost 
of the insurance in computing his 
taxable gains. 


With J. A. White Company 

CINCINNATI, Ohio—Andrew C. 
O'Leary is now with J. A. White 
& Co., Union Central Buiiding. 


Sills Adds to Staff 


MIAMI, Fla.—Frank H. George 
has been added to the staff of Sills 
and Company, Ingraham Building. 
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Tracing the Regulatory Pattern 


Of the Federal Securities Laws 


By THOMAS G. MEEKER* 
General Counsel, Securities and Exchange Commission, 
Washington, D. C. 


After summarizing the highlights of the six acts administered 
by the SEC, Mr. Meeker attributes a great deal of the peoples’ 
restored confidence in the capital market to their faith in 
vigorous law enforcement, and credits this, in turn, for sig- 
nificantly bringing about our present prosperous economic 
health. Legal and practical problems which arise from day to 
day are cited by the SEC’s top lawyer who contends that 
“the need for a vigorous enforcement program to combat 
fraudulent securities sales is more important today than it ever 
has been.” Some of the items discussed are: avoidance of 
disclosure requirements by transfer of securities through 
anonymous, numbered accounts of foreign banks and trusts; 
what constitutes a security; improper use of inside informa- 
tion; regulating proxy procedures, trust indentures, investment 
adviser and investment companies; and public utility corporate 
and financial reorganization. 


In answer to the question: “Why 
is there any necessity for regula- 
tion by the Federal Government’, 
we must vo back to 1933 to ex- 
amine the sit- 
uation as it 
existed at that 
time. 

Perhaps the 
most import- 
aut obstacle 
to effective 
securities reg- 
ulation by a 
state was the 
boundary of 
that state. It 
was virtually 
impossible for 
a state to pro- 








Thomas G. Meeker 


tect its citizens 
from selling 
campaigns conducted from a 
neighboring state by mail and 


Jong-distance telephone. Even ex- 
tradition was no solution. If a 
criminal violated a_ state’s laws 
from a distance and remained out 
of that state, he was not technic- 
ally a fugitive and could carry on 
his swindle with impunity. 

We are now faced with a new 


problem somewhat akin to that 
Situation. In order to avoid the 
disclosure requirements of Fed- 


eral law, persons in control of an 
issuer have transferred large 
blocks of its securities through 
Joreign banks and trusts to brok- 
ers and dealers for resale to the 
publie in boiler rooms, a type of 
activity I will discuss a bit later. 
‘The anonymous, numbered ac- 
counts of these institutions shield 
the identities of the controlling 
persons and make it more diffi- 
cult for the Commission to detect 
those responsible for violations of 
the law. 





*An address by Mr. Meeker, expressing 
his own views and not those of the Com- 
tnission or the staff, before the State Bar 
of Texas Institute, Fort Worth, Texas. 
July 3, 1957. 
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Jarious proposals for some type 
of Federal securities regulation 
had been advanced for many years 
but it was not until the depres- 
sion following the debacle of 1929 
that matters came to a head. A 
Congressional committee reported 
that during the decade after the 
first World War some $50 billion 
of new securities were floated in 
this country and that by 1933 fully 
half of them were found -to be 
worthless.! This situation brought 
about the Federal Securities Act 
of 1933. 

Extent of Federal Jurisdiction 

Betore discussing the acts and 
their provisions individually, 
there are two aspects of the sub- 
ject I should like to mention 
which are common to all of the 
statutes. The first is the matter of 
Federal jurisdiction. The lawver 
whose practice is confined largely 
to local matters is likely to forget 
that the Federal Government 
not a sovereign in the sense tha‘ 
Texas is a sovereign. The United 
States is a government of limited 
powers and must find its source 
of authority in the Federal Con- 
stitution. All of the Federal se- 
curities laws, therefore, are based 
on the Congressional jurisdiction 
over the mails and the facilities 
of interstate commerce. Accord- 
ingly, before considering any ac- 
tion under our statutes, it is first 
necessary to find some use of the 
mails or of the means instru- 
mentalities of interstate com- 
merce. This so whether the action 
is civil or criminal, whether it is 
public or private. Of course, the 
jurisdictional factors need not be 
present in every step in a scheme 
if they are present 


is 


or 


somewhere 





1 House Report No. 85, 73rd Cong. Ist 
Sess. 1933, p. 2. 
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along the line.2 Some criminals 
have endeavored to take advari- 
tage of these requirements to 


evade the sanctions of the Federai 
statutes but they have generalls 
been successful. A swindler 
studiously avoid mailing let- 
ters only to find that he has over- 
looked a certain automobile tri 


noi 


may 


to a nearby town in the neighbor- 
ing state. Or he may carefully 
stay away from the mail box and 


the telephone, remain within the 
confines of a state, and then learn 
to his dismay that the bank in 
which he deposited the victim’s 
check mailed the cheek to the vic- 
tim’s bank for collection. How- 
ever, be that as it may, some jur- 
isdictional basis must be present 
in any action under our statutes. 


Supplement Not Supplant 
State Law 
The second point I want to em- 
phasize that our statutes are 
not intended eo supplant the reg- 


Is 


ulatory power of. the © states. 
The statutes are intended to 
strengthen and reinforce the ef- 


forts of the states to protect the 
public interest.2 Indeed, one otf 
the purposes of the Public Utility 
Holding Company Act of 1935, of 
which I will discuss later, was to 


free the operating utility com- 
panies from absentee’ control 


which had prevented state author- 
itics from exercising effective 
regulatory authority over them. 


The cooperation between the 
several state securities commis- 
sions and our Commission has 


been particularly gratifying. There 
have been several instances in 
which we have made available to 
state authorities information we 
had developed when it appeared 
that the matter was of a local na- 
ture primarily a matter for state 
enforcement.* Similarly state of- 
ficials have supplied us with their 
information when it appeared that 
a particular matter extended be- 
yond their geographical reach. 


I would like to stress the fact 
that the need for a vigorous en- 
forcement program to combat 


fraudulent securities sales is more 
important today than it ever has 
been, and I urge support of such a 
program. We chuckle sometimes 
at the historic guillibility of those 
who were sold gold bricks or the 
Brooklyn bridge. But the huge 
sums of money swindled from our 
citizens at this moment are ex- 
tracted on representations equal- 
ly fantastic. Hardly a year passes 
that we do not have at least one 
case in our office of someone who 
represents that he has doodlebug 
which tells him with certainty the 
precise spot where oil can be 
found. These doodlebugs range 
from a forked stick to complicated 
machines allegedly powered by 
atomic energy. 

In Texas a swindler went to 
prison who had extracted large 
sums from the public for stock in 
a company which he claimed had 
perfected a perpetual motion ma- 
chine. He also had an atomic 
healing machine which was a 
panacea for about every disease 
known to man including cancer. 
This remarkable machine turned 
out to be a small kitchen cabinet 
containing a Mazda sun lamp.® 


Describes Boiler Room 


The old “boiler rooms” which 
I mentioned are in evidence again. 
Most of us are probably accus- 





2 Some provisions (e.g. Sections 7(c), 
8, 9(c), and 14¢tb) of the Securities Ex- 
change Act of 1934) are not themselves 
dependent on the use of the mails or 
facilities of interstate commerce, but they 
came into play by virtue of the status 
of the person regulated, e.g. a member 
of a securities exchange the regulation of 


which rests on such jurisdictional fac- 
tors. 
3 See Securities Act of 1933, Section 


18; Securities Exchange Act of 1934, Sec- 
tions 2, 28(a); Public Utility Holding 
Company Act of 1935, Sections 1, 18(b), 
19; Trust Indenture Act of 1939, Sec- 
tions 302, 326(2); Investment Company 
Act of 1940, Sections 1, 50, 40(c). 


4A liaison committee meets twice a 
year with a similar committee of the Na- 
tional Association of Securities Admin- 
istrators to discuss mutual problems. 

9 Estep v. United States, 223 k. 2d 19 
(C. A. 5, 1955). 


tomed to think of a stock broker's 
office as a reputable organization 
servicing the legitimate invest- 
ment needs of their clientele, and 
I hasten to add that this impres- 
sion is true of the vast majority 
of such firms. But there are the 
fringe outfits who operate in a 
wavy that is nothing less than fan- 
tastic. The typical boiler room is 
located in some shabby office 
building and consists of rows ol 
small cubicles, each one just about 
large enough to hold one person. 
Frequently 25 or 30 salesmen are 
working at the same time, These 
salesmen are often recruited from 
ex-convists, veteran traud artists. 


and carnival and circus barkers. 
Each one has, in his cubicle, a 
number of telephones, a list of 


prospective victims, and a three- 


minute egg-timer. The clatter 
and din of these pitchmen, fre- 
quently stripped to the waist, 


makes the term “boiler room” an 
apt description. The egg-timer is 
used to limit the telephone calls 
unless the prospect show particu- 
lar promise. The representations 
made over these phones are al- 
most unbelievable. The pitchmen 
work on a production basis. They 
must make a certain quota of 
sales proportionate to their phone 
calls or they are fired. The re- 
sults are staggering. One boiler 
room we closed down had; in a 
few months, grossed commissions 
—commissions mind you not 
sales—of $2 million. The long dis- 
tance telephone bill for the same 
period was $200,000. Although 
these outfits do not offer stock in 
non-existent. companies, much of 
the securities peddled in the boil- 
er rooms is virtually worthless 
We are doing all we can to erad- 


icate these criminal activities, 
but we cannot do it alone. We 
must rely to a great extent on 


the efforts of state authorities. 

Turning now to the = specific 
statutes, the first, as I said, was 
the Securities Act of 1933.6 The 
statute is not really a regulatory 
statute in any sense. It is purely 
and simply a disclosure and anti- 
fraud statute. It has two basic 
provisions: 


“Truth in Securities Act” 

(1) It prohibits the sale of se- 
curities unless an effective regis- 
tration statement is filed with the 
Commission and a prospectus de- 
livered: (2) It makes unlawful 
the sale of securities by fraud or 
by misleading statements or half- 
truths. I use the word “sale” as a 
shorthand term. The prohibitions 
include an offer as well. I think 
it is important to emphasize that 
the Commission does not: “qual- 
ify” securities in the sense that 
term is often used. Indeed it is a 
criminal offense to represent that 
the Commission has in any way 
approved or passed upon the 
merits of any security. The statute 
has been termed a “truth in secu- 
rities” act. Its basic philosophy is 
that anyone may sell any secur- 
ity to the public if he tells the 
truth, the whole truth, and 
nothing but the truth. 

This is accomplished by means 
of a registration statement filed 
with the Commission which sets 
forth the information which Con- 
gress has determined is necessary 
in order to permit an investor to 
exercise an informed judgment in 
deciding whether to purchase a 
particular security. Once that reg- 
istration statement has become ef- 
fective, it is the investor who 
makes the ultimate decision. As 
one writer has expressed it, “Con- 
gress did not take away from the 
citizen his inalienable right to 
make a fool if himself. It simply 
attempted to prevent others from 
making a fool of him.”’? The Com- 
mission’s duties under this statute 
are, in a sense, merely those otf 
the “policeman on the beat.” 

To enforce the requirements of 


the Act, Congress has decreed a 
full complement of remedies. If 
a registration statement appears 
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7 Loss, Securities Regulations, 
82. 
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to be incomplete or inaccurate the 
Commission can issue a stop or- 
der to prevent it from becoming 
offective. It can ask the Court to 
enjoin sales of securities in viola- 
tion of the registration or fraud 
provisions, and it can refer to the 
Attorney General matters which 
warrant criminal action. There 
are also provisions which, in my 
judgment, result in an effective 
deterrent to violations of the Act, 
namely, those which enable in- 
vestors to bring suit for the recov- 
ery of damages if sales to them 
were in violation of the Act.® 


Exemptions 

certain exemptions 
registration require- 
ments.° Private offerings and 
sales are exempt. Sales and of- 
ferings which do not involve an 
issuer, an underwriter, a broker, 
a dealer, or a person in control, 
are exempt. Certain types of se- 
curities are exempt such as those 
issued by Fedeval, state, or mu- 
nicipal governments or banking 
institutions, and securities issued 


There are 
from these 


by certain non-profit corpora- 
tions, savings and loan assecia- 
tions. and cooperatives. Another 


exemption that you man be par- 
ticularly interested in is the in- 
tra-state exemption.!° As I men- 
tioned a little while ago, Congress 
felt that the state should exercise 
its own regulation where it was 
possible for it to do so. Accord- 
ingly, exempted from regisiration 
is any security which is part of 
an issue sold only to persons resi- 
dent in a single state where the 
issuer is incorporated in that state 
and does a substantial part of its 
business in that state. I think I 
should make it clear, however 
should a client wish to rely upon 
this exemption, that there are 
certain risks involved. First of 
all, the issuer must be certain 
that all of the purchasers intend 
to take the securities for invest- 
ment. If, within a short period, 
one or more of the purchasers 
should resell to a non-resident, 
the purchaser might be consid- 
ered an underwriter within the 
definition of the Act and the ex- 
emption will be destroyed. Sec- 
ondly, it should be noted that the 
exemption is available only if all 
of the issue is sold intra-state. 
If any part is sold to a non-resi- 
dent the entire exemption is lost 
and all of the sales, even those to 


residents, become unlawful. This 
could be of serious import. The 
sale to the non-resident might 


even be inadvertent, and even if 
it should not warrant criminal 
action, should the stock decline 
in value, all who particinated in 
the sale would be subject to civil 
liability at the suit of all of the 
investors. 

If a client’s contemplated offer- 
ing is to be under $300,000 in 
amount he would be well advised 
to take advantare of a svecial 
exemption Congress provided pri- 
marily an aid to small busi- 
ness.!' 1] hasten to add that this 
exemption. unlike the others I 
have mentioned, is not an auto- 
matic one. It becomes operative 
only after certain information, in- 
cluding a notification and offer- 
ing circular, is filed with the 
Commission and upon the per- 
formance of certain conditions 
imposed bv the Commission’s 
Regulation.! 

I should mention here that the 
Commission is constantly on the 
alert to discover imperfections in 
our rules or statutes. If we dis- 
cover loopholes which allow 
malefactors to act to the detri- 
ment of the common good, or, on 
the other hand, if we find that a 
regulation may be unfair or un- 
duly restrictive to legitimate 
business, we do not hesitate to 


Continued on page 30 
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8 Sections 11 and 12, 15 U. S. C. 77k 
and 771. 

9 Sections 3 and 4, 15 U. S. C. 77c and 
77d. 

10 Sections 
(ad G11). 

11 Section 3¢b), 


12 Regulation A, 


3(a) (11), 15 U. S. C. 77 


i5 U. S. C. 77c (hb). 
17 CFR 230.215. 
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Britain Surrenders to Inflation 


By PAUL EINZIG 


Dr. Einzig sees no hope for any effective anti-inflation action 


in England and porders over 


the failure of Prime Minister 


Nacmillan, a progressive economist, to stand up to inflationary 


pressures. Explains 


governmental 


inaction in terms of: 


(1) tempcrary freedom from balance of payments difficulties: 

(2) public’s acceptance of Roy Harred’s theory that the price 

situation will correct itself through a full utilization of Britain’s 

expanded industrial producing capacity; and (3) lack of 

political coverage to spell out full employment’s policy on 
the price level. 


LONDON, Eng.—The statements 
by the Prime Minister and the 


Chancellor of the Exchequer dur- 
ing the course 


of tne debate 

st tation 
t-e House 
Commons on 
July 25 dis- 
pused of any 
lingering 
hopes, that 
may have 
heen. enter- 
tained until 
tuen in opti- 
mistic quar- 
teis, of a tirin 
a2acti0n. te 
check the rise 
in prices in 
Britain. It had 


on 
in 
of 
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been widely 
expected that the Government 
would at least go through some 


gestures of reinforcing its existing 
Cisinflationary defenses, now that 
it has become evident beyond any 
shadow of doubt that these de- 
fenses are unable to stem the tide, 
or even to prevent its accentua- 
tion. But the Government flatly 
rejected all suggestions, whether 
put forward by friend or foe, of 
additional measures. 

The “credit squeeze” will con- 
tinue, but, judging by the latest 
banking figures it is quite ineffec- 
tive, and both ministerial spokes- 
men emphatically repudiated any 
intention of making it effective. 
There will be, of course, tae usual 
annual scrutiny of public expen- 
diture, but in spite of the pros- 
pects of cuts in defense costs, the 


Chancellor is not prepared to 
promise more than keeping the 
grand total at its present level. 


Even capital expenditure by ra- 
tionalizead industries and by tae 
Government itself is not going to 
be cut this time. All that will 
be done is to coorainate tne exist- 
ing investment programs so that 
they should not reach their peak 
at- the same time. 


The Only Innovation Envisaged 
The setting up of an independ- 
ent advisory council is the only 


innovation envisaged. But the 
leaders of the trade unions and 
of the labor movement have al- 


ready announced that they would 
not trust the independence of tnat 
body. Considering that the names 
of the chairman and of the mem- 
bers of the committee have not 
been announced, this condemna- 
tion appears to be somewhat pre- 
mature. But it stands to reason 
that if Socialist views should be 
represented on the committee, it 
could never reach an unanimous 
decision on anything that really 
matters, and if its membership is 
recruited from among Conserva- 
tive economists alone, its findings 
could never inspire confidence 
among the workers. 

The proposed committee will 
no more contribute towards the 
solution of the situation than did 
a similar body set up by the Labor 
Government in 1930, which was 
utterly useless in face of the crisis 


of 1931, even though it included 
Keynes among its members. His 
suggestions were rejected by the 
majority, and when the opposite 
measures suggested by tne So- 
cialist Professor G. D. H. Cole 
were also rejected, Keynes ex- 


claimed: “For goodness’ sake, let 


us decide on something! Hf yeu 


don’t like my suggestions decide 
at least on the opposite measures, 
so long as we decide on some- 
thing!” 

(This authentic incident is pub- 
lished here probably for the first 
time. No doubt in due course 
Keynes’ exasperated remark will 
be auoted as words of profound 
philosophy, in the same way as 
his flippant crack “In the long run 
we are all dead” has come to be 
regarded as a basic principle of 
wor!td wisdom.) 


Why No Fight? 

Why is it that the Government 
headed by a progressive economist 
such as Mr. Macmillan has de- 
cided virtually to surrender to 
inflationary pressure? The expla- 


nation is simple. Ever since the 
end of the war no Chancellor of 
the Exchequer, whether Socialist 


or Tory, nas done anything against 
inflation unless and until he was 
forced to take action under pres- 
sure of balance of payments dif- 
ficulties. And unfortunately from 
the point of view of the internal 
stability of sterling, in the present 
instance, the accentuation of the 
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in a deterioration of the balance 
or payn.ents. The main reason 
for this is probably b.cause in 


most other countries there is also 
some degree of inflation, so tnat 
British prices have remained rea- 
sonably competitive. There is, of 
course, no reason for assuming 
that this will necessarily remain so. 

The second reason for inaction 
is that Mr. Roy Harrod has con- 
veniently produced a theory jus- 


tifying inaction. In two articles 
appearing in “The Financial 
Times” he said that the infla- 


\ionary position could and wouid 
correct itself through a full utili- 
zation of Britain’s expanded in- 
custrial producing capacity. There 
is no need, according to him, to 
worry about high and _ “rising 
wages, for an increase of the out- 
put will provide all the additional 
goods needed for matching the 
increased purchasing power. His 
theory is most welcome, both to 
trade unions which are certain to 
quote it each time their wages 
demands are resisted, and to the 
Government to which it provides 
a very convenient excuse for do- 
ing nothing for the next 12 months. 


Praises Gaitskell 

Yet the argument is entirely 
false. As Mr. Gaitskell rightly 
pointed out in the course of the 
debate on inflation, the Govern- 
ment is fundamentally wrong in 
assuming that in existing circum- 
stances an increase in output 
would produce a disinflationary 
effect. That would be the case 
if the increase were due to the 
vdoption of more efficient pro- 
duction methods. But if it is due 
to increased utilization of 
existing capacity, the result will 
tend to be inflationary rather 
than disinflationary. 


an 


explain — and perhaps it would 
have been well above the under- 
standing of the average Member 
of Parliament—is that if the in- 
crease of the output entails tne 
payment of the increased total of 
wages, the fact that the additional 
wages get into circulation long 
betore the additional goods appear 
on the market results in an in- 
flationary time lag. There will be 
an additional buying pressure on 
foodstuffs and their prices will 
rise. Increased raw material pur- 
chases, too, are liable to produce 
an instantaneous effect on a sen- 
sitive market. And even when, 
after a delay of several weeks or 
months, the additional manufac- 
tures emerge from the pipeline, 
the increased demand for them 
that is liable to arise through the 
payment of additional wages will 
remove the necessity for manu- 
facturers to lower their prices. So 
on balance there will be a ten- 
dency towards an increase in the 
price level instead of towards a 
decline as assumed by Mr. Harrod 
and the Government. 

Finally, the Government's de- 
cision to abstain from governing 
in face of the inflationary menace 
is due to the realization that the 
only effective means of checking 
the flood of wages demands would 
be through creating a_ certain 
amount of unemployment. If eitner 
Mr. Peter Thorneycroft (Chancel- 
lor of the Exchequer) or Mr. Mac- 
millan had said: “If full employ- 
ment is abused by organized labor 
for holding the community to ran- 
som, the Government may be 
reluctantly compelled to abandon 
its policy of fullemployment.” But 
this would have been dynamite. 
It would have required more po- 


litical courage than the Govern- 
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if and when the situation should 
become desperate the Government 
will dare to resort to what it 
undoubtedly knows to be the only 
possible solution. But in the 
meantime it is doing its best to 
burn its boats by re-emphasizing 
its determination to maintain full 
employment. After its latest pro- 
nouncements the crisis will have 
to be much graver before the 
Government will feel justified in 
going back on its renewed pledge 
against unemployment. So _ the 
debate on inflation, so far from 
having contributed towards the 
solution, has greatly increased the 
difficulties of finding one. 


Tamlyn Heads Div. 
For Nat'l Secs. Res. 


The appointment of George S. 
Tamlyn, Jr., as manager of the 
public utilities division of Nation- 
al Securities & Research Corpora- 


tion, 120 Broadway, New York 
City, has been announced by 
Henry J. Simonson, Jr., Presi- 
dent. The corporation sponsors 


and manages the National Securi- 
ties Series of mutual funds. 

Mr. Tamlyn previously was on 
the staff of the Investment De~ 
partment of the Equitable Life 
Assurance Society of the United 
States. As a security analyst, he 
specialized in public utility and 
municipal securities. 


With Marache, Dofflemyre 
(Special to Tuk FINANCIAL CHRONICLE) 
LOS ANGELES, Calif.—Frede- 
ric E. Vanderpool is now affiliated 
with Marache, Dofflemyre & Co., 
634 South Spring Street, members 























ment was in a position to muster of the Pacific Coast Stock Ex- 
inflation has not so far resulted What Mr. Gaitskell omitted to up in existing conditions. Possibly change. 
——_ ESE Tice Ee iF 
| This announcement is not an offer of securities for sale or a solicitation of an offer to buy securities. 
The offering is made only by the Prospectus. 
| NEW ISSUE 
$50,000,000 
. 
6 
Associates Investment Company 
| 54% Debentures 
| Dated August 1, 1957 Due August 1. 1977 
Offering price 100% and accrued interest 
Copies of the Prospectus may be obtained from such of the 
undersigned as may legally offer these securities in this State. 
SALOMON Bros. & HUTZLER LEHMAN BROTHERS 
Biytu & Co., INc. MERRILL LYNCH, PIERCE, FENNER & BEANE 
BEAR, STEARNS & Co. DREXEL & Co. EASTMAN DILLON, UNION SEcuRITIES & Co. 
HARRIMAN RipLey & Co. LADENBURG, THALMANN & Co. LAZARD FRERES & Co. 
Incorporated 
F.S. Moseery & Co. STONE & WEBSTER SECURITIES CORPORATION 
WERTHEIM & Co. Wuire, WELD & Co. 

August 1. 1957 
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Dealer-Broker Investment 
Recommendations & Literature 


It is understood that the firms mentioned will be pleased 
> to send interested parties the following literature: . 














Atomic Letter (No 28)—Comments on University of Michigan 
Report about the beneficial use of atomic energy In medicine, 
reports increased earnings and dividends on its shares of 
South African vranium companies und comments on Aero- 
jet-General Corp., Daystrom, Inc., N. V. Phillips and Topp 
Industries. Ine.—Atomic Development Mutual Fund, Inc., 
Dept. C., 1033—30th Street, N. W., Washington 7, D. C. 

Banks ard Trust Companies ef the U. S.— Quarterly compari- 

ading institutions—New York Hanseatic Corporation, 
120 Broadway, New York 5, N. Y. 

Burnham View — Monthly investment letter — Burnham and 
Company, 15 Broad Street, New York 5, N. Y. Also avail- 
able is current Foreign Letter. 


on of Je 


James Richardson & 
Baik 


Review 
Winnipeg and Royal 


Canadian Chartered Banks 
Sons, 173 Portave Avenue. East, 
Building, Toronto, Canaca. 


Chemical Stocks—Review, with particular reference to Rohm 
& Haas, Morsanto Chemical, Atlas Powder and Hercules 
Powder—in August Investment Letter—Hayden, Stone & Co., 
25 Broad Street, New York 4, N. Y. 


Financial Situation—Survev—E. W. Axe & Co., Inc., 400 Bene- 
dict Avenue, Tarrytown, N. Y. 


Government of Canada and the Provinces comparative con- 
densed statements for the fiscal year ended March 31, 195€— 
A. E. Ames & Co. Incorporated, 2 Wall Street, New York 5, 
N. Y. 


Inflation Problem—Discussion in current issue of “News Let- 
ter’—First Security Bank wf Utah, N. A., Salt Lake City, 
Utah. 


Japanese Stocks — Current information — Yamaichi Securities 
Company of New York, Inc., 111 Broadway, New York 7, 
New York. 

Market Review—Study—Harris, Upham & Co., 120 Broadway, 
New York 5, N. Y. 


More Research ... or Else—Highlights No. 33 on “research-rich 
companies” with particular reference to American Research 
& Development Corp., Collins Radio, Electronic Associates, 
Electronic Specialty Co., Lithium Corp. of America, Metal 


Hydrides Ine. and Vitro Corperation of America — Troster, 
Singer & Co., 74 Trinity Place, New York 6, N. Y. 
New York City Bank Stocks—Second quarterly analysis of 13 


New York City Bank Stocks—Laird, Bissell & Meeds, 120 
sroadway, New York 5, N. Y. 





Over-the-Counter Index—Folder showing an up-to-date com- 
parison between the listed industrial stocks used in the Dow- 
Jones Averages and the 35 over-the-counter industrial stocks 
used in the National Quotation Bureau Averages, both as to 
yield and market performance over a 13-year period — 
ee REM Quotation Bureau, Inc., 46 Front Street, New York 
& ma Ss 


Petroleum Industry 1956—Financial analvsis—The Chase Man- 


hattan Bank, Petroleum Department, 18 Pine Street, New 
York 15, N. Y. 
Philadelphia Bank Stocks -— Comparison of 12 largest Phila- 


delphia Banks—Streud & Ccmpany, Incorporated, 123 South 
Broad Street, Philadelphia 9. Pa. 

Rails—Bulletin—Francis I. du Pont & Co., 1 Wall Street. New 
York 5, N. Y. 


Securities of the Instrumentalities of the Federal Government— 
Pamphlet—Wm. E. Pollock & Co., Inc., 20 Pine Street, New 
York 5, N. Y. 


Sanderson is 
Thomas 

















For Financial Institutions— 


Current Trading Favorites 


Polaroid Corp. 


Dictaphone Corp. 


Bought — Sold 


TROSTER, SINGER & CO. 


74 Trinity Place, New York 6, N. Y. 


Palm Way. He was formerly with 
Woodbury, Foster & Parker. 


Turnpikes—Progress report on certain major turnpike projects 
-Smith Barney & Co., 20 Broad Street, New York 5, N. Y. 
= s — 

A. S. R. Products— Analvsis—du Pont, Humsey & Co., 51 Milk 

Street, Boston 9, Mass. 

Bausch & Lomb Optical Co. — Bulletin — Georgeson & Co., a2 
Wall Street, New York 5, N. Y. Also available is a bulletin 
on the Prophet Co. 

Baystate Corporation—--Analysis—Plymouth Securities Corpora- 
tion, 92 Liberty Street. New York 6, N. Y. 

George W. Borg Corp.—Analysis in current issue of “Business 
and Financial Digest’—Loewi & Co. Incorporated, 225 East 
Mason Street, Milwaukee 2, Wis. In the same issue is an 
analysis of the First National City Bank of New York. Also 
available ere memoranda on Meredith Publishing Co. and A. 
O. Smith Corp. 

Chrysler Corp. Analysis 
New York 5, N. Y. 

Climax Molybdenum 
Brcuadway, New York 


Halle & Stieglitz, 52 Wall Street. 


Analysis Zissell & Meeds. 120 

ae a 2 

Consolidated Cuban Petroleum—Report—J. R. 
115 Broadway, New York 6, N. Y. 
on Wheeling Steel. 

Gabriel Company — Bulletin De 
120 Broadway, New York 5, N. Y. 

Gob Shops of America— Analysis 
3roadway, New York 7, N. Y. 

Gulf Cities Gas Corporation—Renort—Eisele & King. Libaire, 
Stout & Co., 50 Broadway, New York 4, N. Y. Also available 
is a bulletin on J. P. Burroughs & Son, Inc. 

KLM Royal Dutch Airlines — Analysis — Ira Haupt & Co., 111 
Broadway, New York 6, N. Y. 

Marmon Herrington Co., Inc. — Analysis — H. Hentz & Co., 72 
Wall Street, New York 5, N. Y. 

Meletron Corp. — Memorandum — Bennett & Co., Equitable 
Building, Hollywood 28, Calif. 

Nationwide Life Insurance Company—Studyv—Rohbert H. Huff 
& Co., 210 West Seventh Sireet, Los Angeles 14, Calif. 

Norden-Ketay Corp. — Bulletin — Bache & Co., 36 Wall Street, 
New York 5, N. Y. Also available are bulletins on Gardner- 
Denver, P,. Lorillard and Arthur G. McKee & Co. and a re- 
view of the market outlook. 

Northern Telephone Company Limited—Analysis—Burns Bros. 
& Company Limited, 44 King Street, West, Toronto 1, Ont., 
Canada. 

Northwest Production—Report—Western Securities Corp., 1 
Exchange Place, Jersey City 2, N. J. Also available are re- 
ports on Three States Natural Gas, Delhi Taylor Oil, and 
Big Piney Oil & Gas. 

Penick & Ford, Limited, Ine.—Report—Thomson & McKinnon, 
11 Wall Street, New York 5, NY. 

Pettibone Mulliken Corp.— Memorandum—Doyle, O’Connor & 
Co., 135 South La Salle Street, Chicago 3, IJI1. 

Charles Pfizer & Co.—Memorandum—Green. 
son, 61 Broadway, New York 6, N. Y 

Rose Marie Reid — Renort — Troster, Singer & Co., 74 Trinity 
Place, New York 6, N. Y. 

Shell Transport & Trading—Memorandum—Hemphil!, Noyes & 
Co., 15 Broad Street, New York 5, N. Y. 

Soss Manufacturing Co.—Memorandum—Wm. C. 
Buhl Building, Detroit 26, Mich. 

Southern Pacific —- Review — Peter P. 
Broadway, New York 4, N. Y. 

Transocean Air Lines—Analysis—Leason & Co., Inc., 39 South 
La Salle Street, Chicago %, II. 

Tung-Sol Electric Inc.—Data—Joseph Faroll & Co., 29 Broad- 


way, New York 6, N. Y. Also in the same bulletin are data 
on McGraw Edison Company. 


Laird, 


Williston & Co., 
Also available is a bulletin 


Witt Conklin Oreanization, 


3runs, Nordeman & Co., 321 


Ellis & Ander- 


Roney & Co.. 


McDermott & Co., 42 





With Jerry Thomas 

(Special to Tne FinaNciaL CHRONICLE) 
PALM BEACH, Fla.—Verdo C. 
now with Jerry 
& Co., Inc., 238 Royal 


David Noyes Adds 


(Special to The FinanctaL CHRONICLE) 


La Salle Street 


changes. 


With Webber-Simpson 


The Commercial and Financial Chronicle ...Thursday, Av2ust 1, 
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COMING 
EVENTS 


In Investment F.e¢.d 





CHICAGO, Ill.—Harvey G. Dil- 
lon has been added to the staff of 
David A. Noyes & Co., 208 South 
members of the 
New York and Midwest Stock Ex- 





Aug. 1-2, 1957 (Denver, Colo.) 
Bond Club of Denver-Rocky 
Mountain Group of IBA annual 
summer frolic and golf tourna- 
ment at the Columbine Country 
Club. 


Sept. 13, 1957 (Chicago, Til.) 
Municipal Bond C! of Chicago 


2ist annual field day at the 
Medinah Country Club (pre- 
ceded by a dinner Sept. 12 at 


the University Ch 
Sept. 25-27, 1957 (Santa Barbara, 
Cal.) 
Investment Bankers Association 
Fall Meeting at Santa Barbara 
Biltmore. 

Oct. 7-8. 1957 (San Francisco, Cal.) 
Association of Stock Exchange 
Firms Board of Governors meet- 
ing at Mark Hopkins Hotel. 


Oct. 10, 1957 (Omaha, Neb.) 


Nebraska Investment Bankers 
Association annual frolic and 


field day at the Happy Hollow 
Country Club (to be preceded 
by a cocktail party, Oct. 9 at the 
Omaha Club). 


Oct. 10-11, 1957 (Los Angeles, 
Calif.) 
Association of Stock Exchange 
Firms Board of Governors meet- 
ing at Beverly Hilis Hotel. 


Nov. 3-6, 1957 (Hot Springs, Va.) 
National Security Traders Asso- 
ciation Annual Convention at 
the Homestead. 


Dec. 1-6, 1957 (Hollywood Beach, 
Fla.) 
Investment Bankers Association 
Annual Convention at Holly- 
wood Beach Hotel. 


April 23-25, 1958 (Houston, Tex.) 
Texas Group Investment Bank- 
ers Association annual meeting 
at the Shamrock Hotel. 

June 9-12, 1958 (Canada) 
Investment Dealers’ Association 
of Canada annual convention at 
Manoir Richelieu, Murray Bay, 
Quebec. 

Oct. 29-Nov. 3, 1958 

Springs, Colo.) 
National Security Traders Asso- 
ciation Annual Cc:.vention at 
the Broadmoor. 


Join Walston & Co. 

(Special to Tur Frnancia. Cxgonicie) 
CHICAGO, Ill.—James P. Han- 
rahan, Owen M. Mason, Leroy B. 


(Colorade 





Murdock and Gerald B. Rivlin 
have joined the statr ot Walston 
& Co., Inc., 201 South La Salle 
Street. Mr. Hanrahan was previ- 
ously with Norris & Kenly. Mr. 


Mason and Mr. Murdock were 
with Rodman & Renshaw, and Mr. 
Rivlin was with Invine Weis & Co. 








(Special to Tue FrnanciaL CHRONICLE) 

CHICAGO,. I1l — Thomas M. 
Harris has become associated with 
Webber-Simpson & Co., 208 South 
La Salle Street, members of the 
Midwest Stock Exchange. Mr. 
Harris was formerly with Leason 
& Company, Inc. 


DEPENDABLE MARKETS 
Vv 











DEMPSEY-TEGELER & CO. 


With H. B. Shaine Co. 


(Specicl to Tur Financit Curonicie) 
GRAND RAPIDS, Mich.—Rob- 
ert M. Connors is now affiliated 
with H. B. Shaine & Co., McKay 
Tower. Mr. Connors was 
viously with Ira Haupt & Co. 


FLORIDA 
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Industrials 



















| Northwest Production | 
Three States Natural Gas | 
Delhi-Taylor Oil | 

Big Piney Oil & Gas | 


Golden Triangle 
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Special Reports on Request 
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Western Securities Corp. a 
One Exchange Place, Jersey City, N. J. 
Telephone HEnderson 2-1000 


Open-end phone to N. Y.C.HA 2-0185 
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Invest in \ Florida’s 


TRADING DEPARTMENT — 
Fe Eee gee Ve ee y 
ALFRED D. LAURENCE | 


" 201 S.E. Ist Ave. Miami, Fla. 
| Phone: Miami, FRanklin 3-771 16, 
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Challenging New Dimensions for 
American Foreign Operations 


By HARVEY WILLIAMS* 
President, Philco International Corporation 


Mr. Williams proposes we lend foreign currencies, gained 
threugh the sale of surplus U. S. commodities, to American 
and foreign borrowers to make possible further private invest- 
ment and manufacturing abroad. Calls attention to the devel- 
opment pace of U. S. subsidiaries and branches abroad and 
finds it is supplanting exports as the traditional method of 
penetrating foreign markets. Convinced of growth opportu- 
nities for maximum market penetration and profits in the next 
two decades, the Philco International head discusses factors 
prompting this and the new requirements demanded of an 
executive engaged in the “New Dimension” of foreign oper- 
ations. Points out that the world-wide capital shortage favors 
the more advanced nations, and that utilization of funds 
obtained through P. L. 480, as suggested, would aid orderly 
growth of underdeveloped areas and help win the cold war. 





American enterprise, inventive- 
ness and skill have combined to 
fashion an economy and a society 
within the boundaries of the 
United States 
which enjoys 
the highest 
standard of 
living ever 
achieved by 
anynation 


in history. 
The _ produc- 
tivity of our 


people,en- 
hanced by the 
mechanizatio~ 
of all kinds of 
activity frou: 
farming great 
acreages in 
the corn and 
wheat growing states to dishwash- 
ing in our individual homes, has 
become so great that we have out- 
run our domestic supplies of im- 
portant raw materials and must go 
abroad for iron ore, bauxite for 
aluminum, copper, molybdenum 
and manganese — jusi to imenuvon 
a few. 

The phenomenal development 
of the American eeenomy is ene 
of the great wonders of the world. 
What can be more reasonable or 
more challenging now, than that 
the financial. production, selling 
and administrative brains which 
have created this standard of liv- 
ing in our own country should be 
turned to assisting our friends 
abroad in raising their standards 
of living by supplying them, or 
teaching them how to produce for 
themselves, more of the goods, 
services and conveniences which 
are now commonplace on the 
American scene. 

I am convinced that the next 
two decades will demonstrate 
such oversevs extension of activi- 
ties to be one ot the great growih 
opportunities in both sales and 
profits open to American industry. 

To accomplish such an objective 
for enduriig peace and wide- 
spread prosperity requires over- 
all, long range plannirg. Busine’s 
exvansion abroad is dependent, to 





Harvey Wiliame 


a large degree. on political im- 
plications. The seething Middk 


East is a vivid demonstration. For 
these reasons. may I reflect for a 
moment on the World as we find 
it today and then offer some sug- 
gestions for business development 
abroad in light of present condi- 
tions. 


Business Development Conditions 
Abroad 
Canada enjoys circumstances 
and environment so like our own, 
including currency and language. 
that many American companies 
continue to consider their Cana- 
dian operations as part of their 
domestic activities. 
Many, I am sure, are familiar 
with the “Fortress America” con- 
ceot which conceives the main- 


*An address by Mr. Williams 
the International Management 
tion, New York City. 


before 
Associa- 





tenance of the free entervrise 
system in the North and South 
American continents utilizing the 
scientific, technical and produc- 
tion experience of the United 
States and Canada in conjunction 
with the large population and va3i 
stores of raw materials in South 
America. Its proponents urge thie 
particular attention of American 
industry and government to the 
rapid development of South 
America as supplement and 
backstop to our own economy in 
the event of atomic warfare. 

In Latin America, we find tra- 


a 
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crease its standards of living by 


lowering production costs and 
increasing productivity of the in- 
dividual—much as has taken place 
in the United States. 


The exciting potentialities of 
this development can be _ illus- 


trated by a single comparison. In 
the American economy of 168 
million people today, there are 
approximately 52 million automo- 
biles. In the Continental European 


economy of 180 million people, 
there are now only 14 million 
automobiles. 


Imagine a development in Eu- 
rope which might bring the use 
of automobiles within 20 years to 


two-thirds that in the United 
States currently. Then, there 
would be some 35 million auto- 


mobiles in Europe with the col- 
laveral manufacturing and service 
activities the development of 
which we witnessed in the United 
States between 1920 and 1940. 
This is an opportunity for 
American manufacturers and for 
American exporters alike. Ameri- 
can companies which become 
established in Europe now will 
share in this economic develop- 
ment as their parent organizations 
have shared in the expansion of 
our domestic economy. Exporters 
will benefit by supplying special- 
ized capital goods and otner types 
of products required by the ex- 


panding economy’ which _ the 
Common Market will create. 
We are all familiar with the 


degree to which our own economic 
development was financed’ by 
Britisiua and European capital be- 


ditions. customs, and environ- tween the end of our Civil War 
ments entirely unique to these and the beginning of World War I. 
nations. The relatively lesser de- We may well be on the verge of 


gree of economic development in 
South America, thai in some 
other areas, means that these 
economies start, today, lower on 
the upward curve of development. 
Thereiore, their rate of growth 
will be more rapid, their demand 
for capital will continue at a high 
level and the returns will be large 
for successful enterprises in these 
countries, 

Great Britain is an economy 
carrying on under very special 
circumstanees. It raises 40% of its 
own food, but it must manufac- 
ture and sell in export a quantity 
of goods sufficient to earn the 
money to buy the remaining 60% 
of its food plus its requirements 
for clothing, shelter and other 
personal needs plus the raw ma- 
terials with which to continue the 
manufacturing on which it is de- 
pendent for existence. 

When Britain devotes too large 
a proportion of its total man- 
hours to making products for its 
domestic market, the goods avail- 
able for export diminish—and so 
do Britain’s eaininzgs of foreign 
currencies. 

Consequently, the 
ernment finds itself continuouslv 
on the horns of a dilemma. It 
would like to increase the stand- 
ard of living of the British people 
by allowing a greater proportion 


sritish Gov- 


of total production to flow into 
domestic consumption. On the 
other hand, it must maintain 


controls, through taxes or other- 
wise, designed to force a substan- 
tial portion of Britain’s produc- 
tion into export markets and so 
maintain earnings of foreign 
exchange. It is a highly developed 


several decades during which we 
shall see a reversal of that his- 
toric capital flow and during 
which a renaissance of produc- 
tion and material well-being in 
Europe will be financed, in part, 
from the United States. 


Currently scme risk attaches to 
its 
proximity to the Communist Area. 


investment in Europe due to 
and 


in 


Recent events in Hungary 
Poland indicate’ restlessness 
the Eastern Satellites. If 


desire for self-determination and 


for a return to the ideals and ways 


of the free enterprise system 
continues, and manifests itself 
with violence as it did in Hungary, 
one cannot escape the risks of 
proximity to such _ potentials. 


However, if the Eastern Satellites 


their 


regain a measure of self-deter- 
mination by the slower and more 
conservative tactics of Yugoslavia 
and Poland, American  invest- 
ments in the European area may 
have a bright future by virtue 
of the development of the Com- 
mon Market. 


Africa and Asia 
It seems likely that Africa will 
be developed from Europe and 
will be the special expansion area 
of the older European economies. 


We see the French interested 
heavily in Tunisia, Algiers, 
Morecco and the Sahara: the 


Belgians in the Congo—the Brit- 
ish in the East African areas and 
South Africa. Consequently, 
American participation in Euro- 
pean business activities may well 
carry with it the corollary of 
participation in the very unde- 
veloped areas of Africa. 

I am one of those who believe 
that the future business poten- 
tials of the portion of Southeast 
Asia which remains in the free 
enterprise area are enormous. In 
Pakistan, India, Burma, Thailand, 
Malaya, _ Indonesia, and the 
Philippines, there are some 700 
million people living at almost 
minimum standards. The circum- 
stances and environments existing 
in these economies are totally dif- 
ferent from those existing in 
Europe, Africa or South America. 
These are areas more easily sub- 
verted by Communism because 
of their poverty and illiteracy. For 
that reason alone, they should 
have the special attention of the 
foreign aid officials of our Gov- 
ernment but, more particularly, 
the interest and aid of our able 
and foresighted managers in pyri- 
vate industry. 

Japan is an island economy 
which must import and export to 
maintain its existence. If the 
Japanese will hasten the conclu- 
sion of reparations agreements 
with additional nations in South- 
east Asia, their need for trade 
with Communist China wiil be 
lessened and_ their economic 
potential can rise quickly. The 
American companies which have 
established operations in Japan, 
often in association with Japamese 
concerns, would benefit substai- 
tially. 

in Australia there is a special 
situation —a continent equal in 
size to the United States, wealthy 
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in vast natural resources, cur- 
rently populated by only nine 
million people. It is an economy 
in continuing need of capital and 
one which has made outstanding 
progress since World War II. It is 
a suciety particularly triendly to 
the American way ot doing busi- 


ness and one wihicn Americans 
can well afford to include in 


plans for overseas operations. 

Consequently, as men of man- 
agement approach the objective of 
securing maximum markets pene- 
tration overseas with Maximum 
profitability, we find no common 
denominators which will work 
equally well in every country. The 
only common characteristic is the 
urgent need for encouraging and 
assisting economic development 
to meet the universal demand. for 
a higher standard of living. This 
urgent desire for a better way of 
life, combined with a dramatic 
reduction in infant mortality, a 
lengthening of the average span 
of life and an accelerating pace 
of technological development is 
why we find growth trends abroad 
roughly double those in _ the 
United States. 


U. S. Dollars Must Come Back 


Most of us are familiar with 
certain basic foreign trade fig- 
ures, but let us restate them to 
create a frame of reterence, Our 
exports are running at the rate 
of approximately $17 billion a 
year. Concurrently, our imports 
are on the order of $13 billion. 
The differential of $4 to $5 billion 
is a very important factor in our 
relationships with other nations. 
If it had not been made up by 
military aid expenditures, foreign 
economic aid and American in- 
vestment abroad, our customers 
in foreign countries would long 
since have used up their avail- 
able dollars. Our exports then, 
would be necessarily of somewhat 
the same size as our imports. Of 
one thing we can be sure—every 
dollar which goes abroad as pay- 
ment for an import, for invest- 
ment purposes, for a loan for eco- 
nomic development, or an ex- 
penditure for military security 
wihk in due course. come back to 
the United States to purehase 
American goods or services. 

Prior to World War I, our for- 
eign trade consisted largely of 


exports of agricultural products 


Continued on page 32 





society balancing on an economic 1958 4.107 
razor edge. 
Common Market's Challenge P ; 
In Continental Europe, the Vie Off , 
Common Market’ slowly’ § ap- 


proaches a reality. Not all customs 
barriers will be swept away 
quickly. If, over a period of 12 or 
15 years. barriers against the 
movement of goods can be elim- 
inated substantially, and labor 
can flow from over-populated 
sections with unemployment, to 
industrial areas providing jobs, we 
can look ferward to the possibility 
of a unified economy, of approxi- 
mately 180 million people, with 
the opportunity to greatly in- 
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FREEMAN & COMPANY 
WM. E. POLLOCK & CO., INC. 


$6,000,000 


Southern Pacific Company 
Equipment Trust, Series XX 


4%2% Equipment Trust Certificates 


(Philadelphia Plan) 


To mature $400,000 annually June 1, 1958 to 1972, inclusive 


To be enaranteed unconditionally as ta payment of principal and dividends by endorsement 


by Southern Pacific Company 


MATURITIES AND YIELDS 


Accrued dividends to be added 


1959 4.50% 


0 


hy the In 


HALSEY, STUART & CO. Inc. 
R. W. PRESSPRICH & CO. 
IRA HAUPT & CO. 
SHEARSON, 


1960-72 


terstate Commerce Commzr. 


McMASTER HUTCHINSON & CO. 


4.65% 
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Recommended Tax Changes 


For Steady Economic Growth 


i By JOHN F. COSTELLOE* 
Tax Director, Radio Corporation of America 


| RCA’s tax authority submits tax changes are in order for two 

kinds of pioneering business activity, one, to encourage U. S. 

investments abroad and, the other, to prompt new product 

development in the domestic market. Maintains tax policy 

designed to help new business to attain success results in small 

revenue yield loss in comparison with objective and the devel- 
opment of new revenue sources. 


We are asked what kinds of 
tax changes would promote eco- 
noimic stability, reduce tax-in- 
duced distortions in 
allocation, and 
improve the 
competitive 
climate for 
new and small 
businesses. 

I submit 
enat ¢€4xz 
changes are in 


international trade.” 


resource 


Competitive Disadvantage 
The other two major capital e 
porting countries, Canada a 


concerned with current 
of foreign inceme. Canada 
ago exempted jforeign-source i 
from 


corporation any 





developed areas, could contribute 
much the expansion of two-way 


X- 
nd 


Great Britain, have been actively 
taxation 
long 


i= 


an 


come of a special kind of Canadi: 
Canadian 


order for two tax. Some years ago it exempted 
kinds of from tax, dividends received by 
pioneering Canadian resident corporations 
business from foreign corporations whose 
activity. stock is held to the extent of 245% 
One is es- 4 or more. 
tablishment of ali ™ In 1955, a Britain Royal Com- 
Foreign John F. Costelloe jnission recommended legislation 
markets and which would exempt from curren? 
business. The other is establish- United Kingdom tax, foreign- 


rneit of domestic markets tor new 
products burdened with a Federal 
excise tax. 

Each involves expenditures of 
resources in the hope of success- 


source income of a special kind 
United Kingdom corporation. Th 
recommendation was similar 

the uvanimous recommendatic 
before 


in their 


O| 
al 
to 
a 


for the United States by panelists 
the 


fully establishing new business. appearance 
The United States taxes each Subcommittee on Fiscal Policy in 
° . ° Onn 
without reference to the attain- 19955. zs 
ment of success. The revenue yield There is now pending, United 
is small in comparison to the im- Kingdom legislation which would 
pediment to essential economic implement that recommendation 
functions and development of new Of the Royal Commission. The 
sources of revenues. parliamentary system gives as- 
surance of enactment in due 
Foreign Investments course. 
In the foreign field, a business Enactment of such legislation 


conducted as an ordinary domestic 


may be expected to increase t 
corporation must pay full current 


he 


existing competitive disadvantages 


«i 


rates of United States income tax, of United States businesses, 
even on plowed-back earnings. matter of great importance from 
This is true even though the coun- each of the three standpoi: 


try of operation has relatively low 
rates of income tax, and even 
though it has provided special tax 


Growth 
United 


operations 
business creat 


of toreign 
States 


ils 


listed in the schedule of hearings. 


ol 


On 


relicf. The United States cancels new markets for businesses of all 
the benefit of the lower foreign sizes; new opportunities tor labor. 
rate by reducing the credit for technology and capital: and means 
foreign taxes. for obtaining from abroad ma- 
In his most recent Economic Re- terials on which all depend. 
yori to Congress, the President . > 
call d attention to the incentive Domestic New Products 
to private investment which would Now for the second bind 
be provided by letting the tax- Pioneering business activity to 
payer have the benefit of special Which I have referred, establish- 
foreign tax relief. Early in 1955, ment of a domestic market for a 
the President had urged that for- New product burdened ith a 
eign income not be taxed until Federal excise tax. 
returned to the United Stites, and For several years black and 
that it then be taxed at about white television sets were spared 
the same rates provided for the excise tax imposed on sales 
Wesiern Hemisphere Trace coi- of radio sets and other erticles. In 
porations. He said: the years of untaxed sales the 
“An increased flow of United market developed so as to yield 
States private investment funds Over $100,000,000 in excise tax in 
abroad, especially to the under- 1950, the first year of tax on 
Re abel television sets. 
*A statement by Mr. Costelloe before On the other hand. the 10% 
the Jcint Economic Committee, Subcom- €XCise tax was imposed on all- 
mitt on Fiscal Policy. channel television sets and on 
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color television sets from the be- 
ginning, and at rate twice 


a as 
high as that applied to most home 
appliances. 


Bringing color television to the 
public has been enormously ex- 
pensive. RCA has spent more than 
$100.000,000 on color television so 
far, and in 1956 color television 
reduced its earnings by approxi- 
mately $6,900,000, a large part of 
which went for Federal excise tax 
imposed on set sales. 

New products are important to 
Government as well as to busi- 
ness. For example, total RCA tax 
payments run about four dollars 
and twenty cents for each dollar 
of common dividends: and, in 
1955, 80% of the Company’s sales 
were of products and services not 


available to the public 10 years 
before. 
In my view, wise tax policy 


would accord to all-channel tele- 
vision sets and to color television, 
freedom from the special burden 
of excise tax comparable to that 
accorded black and white tele- 
vision for several years. 


Dempsey-Tegeler Now 
In Salt Lake City 


SALT LAKE CITY, Utah—The 
opening of a new office in Salt 
Lake City was announced by Je- 
rome F. Tegeler, senior partner of 
Dempsey-Tegeler & Co., St. Louis 
investment securities firm. In ad- 
dition, the firm has purchased a 
seat on the Salt Lake City Stock 
Exchange. 

The new office, which will be 
located at 345 South State Street, 
brings to 21 the number ol 
branches Dempsey-Tegeler & Co. 
operates in 19 cities. 

Office manager of the new lo- 
cation will be J. Arthur Pett, who 
was a general partner of Pett & 
Morris, Salt Lake City investment 
securities firm. In addition to Salt 
Lake City, the Pett & Morris firm 
had branch offices in Boise, Poca- 
tello and Idaho Falls, Idaho. For 
the past three years he has oper- 
ated J. Arthur Pett & Co., also a 
securities firm. 

Associated with Mr. Pett in the 
new Dempsey-Tegeler office will 
be Edward J. Mawod, former 
member of the trading depart- 
ment of A. P. Kibbe & Co., Salt 
Lake City investment firm. 


Kranz & Boge Are 
Partners in Grimm & Go. 


Grimm & Co., 44 Wall Street, 
New York City, members of the 
New York Stock Exchange, an- 
nounced that George Kranz and 
\ugust Boge have been admitted 
to general partnership in the firm. 

Mr. Kranz formerly vice- 
president of Putnam Fund Dis- 
tributors Inc. 


Herbert Abelow Joins 
Mitchell & Company 


Mitchell & Company, 120 Broad- 
way, New York City, members of 
the Philadelphia-Baltimore Stock 
Exchange. has announced the 
association with them of Mr. Her- 
bert B. Abelow. 


Was 


Joins Wagenseller Staff 


(Special to Tur fF CHuro> 


LOS ANGELES, Calif.—Samuel 
S. Sewall is now connected with 
Wagenseller & Durst, Inc., 626 
South Spring Street. members of 
the Pacific Coast Stock Exchange. 
Mr. Sewall was previously with 
Merrill Lynch, Pierce, Fenner & 
Beane. 


First California Adds 
; on Tier Penanecis Canteens 

SAN FRANCISCO, Calif—Em- 
mons W. Sawyer has been added 
to the staff of First California 
Company, 300 Montgomery Street, 
members of the Pacific Coast 
Stock Exchange. 


NANG al Il ; 


Sper O4 











From Washington 











The great fight which the so- 
called liberals made against pri- 
vate enterprise building the Hells 
Canyon project, instead of accom- 
plishing their 
purpose, bids 
fair to turning 
into an in- 
ducement for 
private enter- 
prise to build 
newer and 
additional 
plants. 

The “lib- 
erals,’ looking 
around tor 
arguments to 
nullify the 
Government's 
license to 
build Hells 
Canyon, came uv with what they 
udvertised as the great tax write- 
off scandal. During the Korean 
War, Congress passed legislation 
permitting plants to write off the 


Carlisle Bargeron 


costs of plant extension in five 
vears instead of the normal 20 
years. The idea was to get more 
plants. Manifestly this five years 


period was the tving for indus- 
trialists to take if they figured 
there wculd be no need for tieir 
additional plant capacity aftei 
five years. 

But the law is still in effect and 
it has been taken advantage of by 
numerous business enterprises 
whose adcilional plant capacities 
or even original plants would 
have to stretch matters to say thev 
were in the interest of national 
detense. Others have thought this 
was no bargain because after 
writing off the tax in five yeairs, 
then they would have nothing to 
write off in the ensuing 15-year 
period. It was a matter of business 
judgment whether one wanted to 
get the five-year write-off or take 
it over the 20-year period. 

It so happens that aftcr the 
Idaho Power Company got their 
license to build Hells Canyon they 
asked 


four and got a five-year 
write-off certificate. This gave 
the “liberals” their “scandal” and 
they went to town on it. They 
ceveloped a propaganda to the 
effect that the Government was 


giving the private operators this 
plant. The fact was, of course, 
that the private operators had to 
build this plant with their own 
money or money which they could 
borrow. On the other hand, they 
could deduct from their income 
taxes on properties they already 
owned, the cost of this new project 
in five years instead of 20. 

Well, the “liberal” agitators set 
up such a hue and cry that the 
Idaho Power Company turned 
down the five-year write-off pro- 
vision which they had _ been 
granted and because of this, or 
maybe it had little to do with it, 
they have won their fight in Con- 
gress, certainly for the time being, 
to go ahead with their license to 
build the dam or dams. The “lib- 
erals,’ which means primarily in 
this instance the public power 
crowd, ruefully admit they have 
lost their fight but they think 
they have another issue against 
the Eisenhower Administration— 
that of giving away our natural 
resources, “owned by the people,” 
to greedy private interests. 

I have 
have 
from 
sources 
people,” 


before that I 
never enjoyed a dividend 
any of these natural re- 
that are “owned the 
including me, but devel- 


written 


b \ 


oped by the government in the 
interest of me. 
But what the “liberals” in this 


instance did not anticipate is that 
it has given ideas to conservative 
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By CARLISLE BARGERON 











Senators which they may not have 
entertained before. Why shouldn't 
the tax laws be so as to encourage 
business generally? 

Senator Homer E. Capeliart of 
Indiana, who has received some 
newspaper publicity recently by 
tangling with such “intellectuals” 


as multimillionaire Senator Kerr 
of Oklahoma, and Wayne Morse, 
who admits he is more erudite 


than anybody else in the Senate, 
is making a study of quicker tax 


amortization to encourage  in- 
creased plants and investments. 
As he sees it every new plant 


increases jobs and brings in more 
revenue to the Treasury. Take the 
Idaho Power Company as an ex- 
ample. In the first place there 
are more jobs to build the plant. 
Then when the plant is in opera- 
tion it has to pay taxes to the 
Government. Even the employees 
working on the building project 
pay taxes and that means more to 
the Government. He feels tiat 
new businesses should be encour- 
aged in every way. It is not a 
cuestion as the “liberals” con- 
tended that the Government loses 
money by permitting quicker 
write-cffs. It is a question of de- 
veloping more businesses to make 


money to pay the Government 
more money. 

The Indiana Senator could 
hardly be classed as an “intel- 


lectual” like Morse or like multi- 
millionaire Kerr, each of whom 
has books at his command with 
quotations of sharn things to say 
in debate. But he is undoubtedly 
one of the sharpest business minds 
in the U. S. Senate. He has proved 
this in his own business success. 
Facts seem to be facts to him 
without the Bartlett's quotations. 


BOAC’s Stock Brokers’ 
Tour of Europe 


Wall Street brokers with a yen 
for an on-the-spot study of Euro- 
pean exchanges are being given 
this opportunity in a new, four- 
country tour announced by the 
British Overseas Airways Corp. 

The 1957 “Investment Brokers 
Tour of Europe” will leave 
York’s International Airport on 
Sept. 20 for a 15-day look at Stock 
Exchanges in London, Zurich. Cou- 
penhagen and Paris. 


New 


Idea of a tour for the invest- 
ment fraternity originated with 
Pearne W. Billings. a_ general 


partner of Winslow. Cohu & Stet- 


son (26 Broadway), members of 
the New York and American 
Stock Exchanges. 

Tour members will visit, be- 


sides exchanges, industrial plants 
and craft workshops. Also, there 
will be full sightseeing programs 
of major attractions, receptions 
and social recreation. 

The tour price of $980 covers 
all transportation from New York 
to (and within) Europe and back; 
first-class hotel accommodations: 
gratuities, taxes, airport - hotel 
transfers and all sightseeing. 
Breakfast is included daily, plus 
several luncheons and dinners. 

Complete information is sup- 
plied in a folder, “BOAC Invest- 
ment Brokers’ Tour of Europe,” 
available without charge from the 
Sales Development Officer, BOAC, 
530 Fifth Avenue, New York 36 
It is also obtainable from any 
BOAC district sales office in the 
United States of America. 


With H. E. Johnson, Jr. 


ARVADA, Colo. — Mrs. 


Jennie 


M. Barton has joined the staff of 
H. E. Johnson, Jr.. 
Street. 


7020 Garrison 
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Investment Management 
Of Union Pension Funds 


By PAUL L. HOWELL* 
Partner, Paul Howell Associates 


Research Dir., Twentieth Century Fund’s Pension Fund Survey 
Adjunct Professer of Finance, Graduate Schools of Business 
Administration, Columbia and New York Universities 





Financial consultant pierces problems said to be found in the 
administration and investment of union pension funds, and 
after weighing the relative merits of brokers, trust officers, and 
investment counselors, avers union pension fund managers are 
better off if they obtain the help of carefully selected, inde- 
pendent, professional investment advisors. Prof. Howell be- 
lieves that the long-term opportunity for compound interest 
to work makes the size of the rate of return a dominating 
factor, and explains why diversified common stocks have an 
important plan in the union pension portfolio. 

advisers in whom they have trust 
and confidence. 


What are the sources of invest- 
ment advice, counsel and infor- 
mation which can be of assistance 
to managers of union pension 
sunus? Before 
appraising the 
cifferent 
kinds of ad- 
visers itis ap- 
vropriate to 
consider first 
the kinds of 
financial 
problems 

pout which 
labor leaders, 
charged with 
fund adminis- 
tration, need 
assistance. We 
need to em- 
»hasize funda- 
mental principles to get a good 
foundation tor sound management. 

The initiation of a retirement 
program involves several impor- 


I 


Investment Decisions Inherent in 
Initiating a Retirement Program 

There is need for attention to 
fundamentals for a sound begin- 
ning. Initial decisions, inconsist- 
ent with the objectives of the 
union pension tund, may be ex- 
tremely cifficult to rectify at a 
later time. They may nullify the 
best efforts of subsequent man- 
agement, 

The chief types of 
funding are, as follows: 

(1) Pay-as-you-go. Here 
is ro fund to manage. 

(2) Insurance of benefits. Here 
all investment problems are as- 
sumed by the insurance company. 

(3) Corporate (bank) trusteed 
plans. Here investment manage- 
ment is delegated to a bank. The 
problem is whom do we select? 


pension 


there 
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tant decisions. These decisions (4) Self (union) administered 
vitally affect the nature and char- pension funds. 

acter of the need tor investment The delegation of investment 
guidance and counsei. The initial management to insurance com- 
decision as to the nature of the panies takes the problem away 


retirement program to be inaugu- 
rated will be decisive in deter- 
mining the amount and character 
of the investment advice needed 
thereatter. 

There are essentially four sets 
of financial investment problems 
about which the fund managers 
inust make decisions: 

(1) The type of funding; 

(2) Investment portfolio poli- 
cies appropriate to the objectives 


from union which may not be set- 
up by organization, training, or 
experience to manage these funds. 
Similarly, if it is decided to fund 
the pension with a corporate 
(bank) trustee, many of the in- 
vestment management problems 
are likewise delegated. 

It is assumed that. in making 
these decisions that the union will 
have competent guidance by pen- 
sion consultants as io the relative 






























































ate fund needs and the ability of 
others to help them. Let us now 
look at their investment needs. 


A. Investment Portfolio Policies 
Appropriate to Union Pension 
Fund Management. 


The objective of pension fund 


common stocks; through dollar 
averaging without trying to out- 
guess the market. 

It must be remembered that risk 
is everywhere and adequate re- 
serves should be set up for the 
inevitable unprofitable situation. 
It also must be remembered, even 
ubsent changes in the interest rate, 
that it may be more costly, in 
terms of fewer benefits, to invest 
in government bonds instead of 
following a more imaginative in- 
vestment policy. 


A second pitfall is what is a real- 
istic price to pay for these expec- 
tations. It may well be that after 
making a correct judgment as to 
the earning capacity we pay too 
high a price. The growth expecta- 
tion may already be diecounted 
for many years in the future. 


Ill 
Selection of Competent 
Investment Guidance 
A. Investment Management — A 
full time, technical job. 


management, as in all invest- 
ments, is to earn as large a return 
as possible. consistent with safety. 
In pensions yield is of the highest 
importance because of its effect 
on benefits or costs. An increasc 


in the eftective yie 1% ‘= Pe . . 

ing the accumviation ‘and distriz , TMS brief outline of the port- If I can make any contribution 
bution period will increase the folio helps crystallize some of the to improved management of pen- 
benefits more than 25%. Further- Job spectiications ‘for en: invest sion funds, it will be to emphasize 
more, investment objectives ‘ent adviser. He must be a man this is not a job for part-time 
should riot be confused with social of imagination and foresight, ex- amateurs. 


perienced in common stock in- 
vestment and the growing indus- 
tries of the country. A common 
stock portfolio is more expensive 


objectives such as investing in 
housing for union members. 


The operating characteristics of 


Supervision of a security port- 
folio is a full time job: an almost 
impossible task. A competent in- 


— Pane essarily affer . vestment adviser or manager 
pension fu ids necessarily _atfect to manage. It requires more re- Pr esney ig e- , ; | as 
the policies designed to imple- 7 " snou lave an extreme y broad 
; _ ; z . search and a n»igher degree of 1, ledg , wh a eel 
ment the investment objective, of +a : : knowledge of what is going on. 
a large return. The predominate @Pllity and judgment. Bond in- One needs to have a knowledge 
ecmnaiia:” daainan ia ti f . vestment with its negative, mar- oF business cycles, interest rates 
> € ow . « .« . +)" “4 *— . . 4 i a 
anion ee hag fund a °" “gin of safety approach can be taxes governmental spending 
I ate. operated’ satisfactorily by less it ee ‘ld liti d : 
(1) The lon »-term nature of jmavinat} ‘ . programs, Wor politics, economic 
} e g ature imaginative analysts. As a con- veography, trade developments 
» > ~~ pe ° 3 » « 
the investment program; crete example, one would not ¢.°On the other hand, he needs 
(2) The predominant cash in- select as an adviser for a common : poi 


to know intensively the particular 
field or a number of particular 


flow: 


: stock portion of a pension fund a 
(3) Prospective 


continued man who was the short-term per- 


Pati , ge ; al " fields. 
growth of the fund; _ sonal loan officer of a commercial + . 

(4) Absence of a need for liq- bank. For example, if you were to 
udity or cash reserve. invest in the oil business, you 


B. Investment Specifications for 
Individual Security Purchases, 
When a businessman buys a 

piece of equipment whether it be 

a simple truck or a complex in- 

dustrial plant, he has certain 

engineering specifications in mind. 

In order for the union fund man- 

ager to accomplish his job, he 

must have definitely in mind the 
fund’s objectives and unique char- 
acteristics. The investment ob- 
yecuves of pensiun irunas vary 
considerably from other funds and 
may vary from union to union as 


might need to be familiar not only 
with the oil industry, but with a 
number of companies in the field. 
These companies vary from single 
operations to integrated compa- 
nies, some of which have world 
wide connections. What about 
world political situations? In fact, 
many people spend their entire 
life analyzing oil securities alone, 

Investment is as technical a 
field as that of medicine, law, ac- 
counting, or engineering. It re- 
quires continuous and daily appli- 
cation because of the dynamic 


It is urged, contrary to con- 
ventional thinking, that the possi- 
bilities of future inflation should 
have no effect on investment 
policy per se, which is to secure 
as large a return as possible re- 
gardiess of changes which may 
take place in the price level. 

The only effect of inflation on 
investment management activities 
will be to avoid those industries 
where lowered purchasing power 
will aftect adversely the selling 
price or the operating costs. 
Search should be concentrated on 


finding those companies which their own benefit objectives dif- character of the constantly chang- 
Will be beneficiaries of a rising fer. ing markets and earnings situa- 
price level. Thus the basic invest- Some of the chief investment tions. How can a dilettante hope 
ment objective of finding the specifications are as follows: to be successful in investing in 
greatest yield opportunities is un- (1) Safety of principal. securities in such a dynamic 
altered. (2) Certainty of income. world? The old legal maxim: a 


lawyer who represents himself has 
a fool for a client holds equally 
for the amateur investor. 


(3) Adequacy of return. 

(4) Appreciation possibilities, 

(5) Liquidity—marketability. 

(6) Maturity—duration. 

(7) Freedom from care and at- 
tention. 

(8) Taxation. 

These specifications are not all 
harmonious—there may be some 
conflicts. Selection of a portfolio 


The operating investment poli- 
cies then revolve around two 
questions: How to implement the 
increased yield objective? and, 
How much risk can be taken? 

The answer to these questions 
lies in a balancing and hedging of 
investment risks. This is accom- 
plished through a careful and 
thoroughgoing security analysis, 


B. Investment Management 
Professional in Character. 
Like a medical doctor, a lawyer, 

or tax accountant, investing other 

people’s money is a job which re- 
quires the highest professional 
qualifications. It is true that there 
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of the dee: merits of each type of funding through an aggressive, imagina- must necessarily peli . sume is no license required to manage 
‘ and its suitability for the union’s tive, dynamic investment policy compromise. In the case of com : he / 
(3) Selection of individual se- retirement objectives. The union, following the fundamental cur- mon stock purchases there is a other people’s money. There is 
curities to meet definite invest- powever, needs indehendent arm’s rents in the American economy need for emphasis on vaiue and no code of ethics, no supervision, 
ment specifications, i.e., security Jength advice on whether if through geographical, industrial, fundmental economic trends. The no examinations to pass. But to 
analysis: and, should delegate its investment and company diversification; difficult problem here is what is be a successful investment men- 
(4) Selection of an investment function or whether they should through a balanced or split port- a realistic estimate of the future i “oe fe : ; 
ser qualified to assist in the ft to carry on un their ov folio witha a substantial portiun in earnings capacity of the company. Continued on page 35 
idling of these problems. stean It S {te iff iz. % 
We must decide st what th et i endent, 1 rial ane 
ise] specifications are then tro trie O ite! t i —- es alias 
for one whose trainin ex- li An int ; ; 
nee and abilities it th i'>] O cial im tn | P ‘ me © . | | 
funds’ objectiv ( n of the ft ( fundin i 1 iwtter of recor y 
| 
Labor Leader’s Psychological CUI ) ( ! istratio ( NEW ISSUE | | 
Make-Up the fund f 00 | 
In selecting a financial adviser Lb $5,000,¢ O 
the psychology of the labor leadei Investment Problems ef Union 
must be kept constaiitly in nd Pension Funds ‘ 4 ry 
The union executive is, by train~ Assuming the decision has bee OGDEN CORPORATION 
ing and experience, unfamiliar made to “go it alone” with a sell- 
vith financial institutions. This p,dministered union fund with a | 
makes him distrustiul and hesi- pank as custodian, the problem 5% *Convertible Subordinated Sinking Fund Debentures 
fant. He must be educated. Fur- of jnvestment management _ is a 
thermore, in opposing Manage- p;esented in its »roadest and most 
ment in the collective bargaining jytense es Let us now ex- due May 15, 1972 
process, he often feels anti-capi- amine this problem to see how | | 
talistic and is reluctant to trust ynion managers can be helped 
or invest in the monied institu- 44 make a success of their invest- *Convertible into Common Stock at $20 per Share 
tions called “Wall Street.” Should ; ent activities. | 
union pension funds be invested Labor leaders are not bv train- 
in the securities of the empioying ing. or experience financial men. 
corporation or the stock of other +ye., need competent, profes- 
corporations which may be sub- sional, expert advice in the han- 
ject to collective bargaining work dling ‘of union funds which is a 
stoppages? But pension investing relatively new development. I cALLEN & COMPANY | 
is capitalistic in nature so the | ~i:o ce it is absolutely necessars 
old order changes. Union leaders 4),.4 the unions either appoint to 
need to be approached through their staff, or hire as personal 
*An address by Prof. Howell before Consultants, exwerts in the field July 26, 1957 
the Tenth Annual Conference on Labor, tg ouide them. These experts may | : ne es an 
the Institute for Labor Rela‘ ions and So- , ot do the w ork themselves, but es = : at I EECA mi Pe a See ee ee r es 
cial Security, New York University, June |”. - a ie ‘eded to evalu- — — 
14, 1957. their counse! 1s nee L J 
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- The Short-Term Ontlook and 
Prospective Budget Developments 


By PROFESSOR IRWIN FRIEND* 


University of 


Pennsylvania 


Anticipating no over-all significant changes in the next 6 to 12 
months, author suggests that present conditions may warrant a 
moderate cut in Federal spending, accompanied by Federal 
Reserve and Treasury action to ease tight money. Professor 


Friend proposes bench marks 


to correlate monetary and tax 


policy with different economic outlook and budgetary reduc- 


tion situations, and holds tax 


reduction is a more powerful 


anti-deflationary tool than monetary policy. 


There are two aspects of the 
current econormic situation which 
are basic to an appraisal of the 
ovei-all economic outlook over 
the next six 
to 12 months 
und to the im- 
plications of 
proposed 
changes in 
Government 
expenditures 
or taxes. First, 
the level of 
our Dational 
income is ata 
record high 
following the 
greatest and 
longest period 
of prosperity 
in our history. 
Second, various economic indica- 
tors havc in recent months pointed 
to hesitation or loss of momentum 
in the rate of advance in »usiinwess 
activity. 





Irwin Friend 


“Less Zip” Noted 

Some of the major sectors in the 
economy have been s! owing signs 
of weakness, residential construc- 
tion for over a year and in the 
past f w months inventory invest- 
ment and perhaps auto purchases 
zs well. Even business plant and 
equipment outlays, one of the 
inainstays of the post World War 
II boom, have been leveling off. 
Moreover, a high proportion of 
the economic series which are re- 
varded by the National Bureau of 
Economic Research as leading (i.e., 
turning earlier than) over-all 
business activity have been de- 


clining for varying periods of 
time. New orders, private con- 
struction contracts and permits 


(residential and non-residential), 
everage hours worked, new busi- 
ness incorporations, and wholesale 
prices of basic commodities have 
all tended downward, while busi- 
ness failures have increased. Of 
the key “lead” series employed by 
the National Bureau, only stock 
prices have been at all buoyant 
in‘'recent months. While I do not 
happen to believe in the predic- 
tive value of many of these 
called lead sevies—which indeed 
could have been interpreted as 
implying recessionary tendencies 
for some time—the indication they 
give of somewhat less zip in the 
economy cannot be ignored. 

The money markets 
been showing signs of 
tightness frequently associated 
with advanced stages of business 
boom. The very rapid rise in in- 
terest rates over the past year, 
however, may have reflected not 
only such economic considerations 
as higher investment demand and 
lower liquidity but also the psy- 
chological setting induced by Fed- 
eral Reserve and Treasury policy. 

The most important sources of 
buoyancy for the economy as a 
whole in recent months have been 
the increases in Federal and State 
and local Government purchases 
of goods and services, a more 
rapid increase in consumption 
than in personal disposable in- 
come (i.e., a rise in individuals’ 
propensity to consume) and a rise 
in net foreign investment. Of 

*Statement by Professcr Friend before 


the Joint Econerm‘c Committee, Subcom- 
mittee on Fiscal Policy. 


s0- 


also have 
extreme 





these the upward trend in Gov- 
ernment expencitures is tue most 
significant, and the most likeiy 
source of continued support for 
the economy over the next couple 
of years—at least under the Ad- 
ministration’s budget proposals. 
In a sense, rising Government ex- 
; enditures — particularly Federal 

may be regarded as taking over 
for this year and perhaps next the 
role of rising business investnent 
in plant and equipment last year 
and rising invesiment in inven- 
tories and residential construction 
the year before as the most dy- 
namic elements of strength in the 
business situation. 


Offers Predictions 

Looking ahead for the next six 
to twelve month, there does not 
seem to be much reason tor an- 
ticipaling any significant change 
in the over-all economic situation. 
The Administration’s budget ior 
fiscal 1958 appears to imply a bil- 
lion dollar increase a quarter in 
the rate of Federal spending, and 
state and local government ex- 
penditures will probably increase 
by another hali billion quarterly. 
Recent surveys of the outlook for 
investment in plent and equipment 
over the next year or so—includ- 
ing surveys of business plans to 

nvest, actual capital appropria- 
‘ions by business, and expected 
sales »y canital goods producers— 
-uvgest little chenge in the rate of 
xpencitures on plant and equip- 
ment during this period. There is 
less evidence available for ap- 
praising the likely trend in resi- 
dentiel construction, business in- 
ventorics. net foreign investment 
and individuals’ propensity to 
consume, but there is no strong 
basis for expecting much change 
from the current situation in any 
ot these sectors. 

Consequently, with the indicated 
wie in COCVErN™MeNnt exnenditrres 
(offset in part by a corresponding 
rise in government revenues) and 
with no evidence of significant 
changes elsewhere in the econ- 
omy, it seems likely that the na- 
tional income jor the next year 
will be as high and _ probably 
somewhat higher than it is cur- 
rently. On the otner hand, there 
is no indication of aggravated in- 
flationary pressures. 


When to Cut Taxes 


Turning finally to the implica- 
tions of proposed changes in the 
Federal budget, a reduction of $1 
billion or $2 billion in presently 
budgeted expenditures during fis- 
cal 1958 is not likely to change 
the economic outlook to any im- 
portant extent. A _ substantially 
larger reduction—sav $5 billion or 
more—might give rise to signifi- 
cant deflationary pressures, and 
probably should be associated with 
some reduction in tax rates and 
with policies directed towards eas- 
ine of current money market con- 
ditions. Unless economic condi- 
tions deteriorate anpreciably, any 
reduction in tax rates should be 
small and calculated to leave a 
modest cash surplus at the current 
level of national income. 

The implications for monetary 
and tax policy of proposed re- 
cuctions in Federal expenditures 
merit further consideration. With 
private investment demand level- 
ing off, even a moderate ($2 bil- 
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How Honest Is Our Money and 
Other Aspects of Inflation? 


By RT. HON. PETER THORNEYCROFT, M. P.* 


Chancellor of the Exchequer 
United Kingdoim of Great Britain and Northern Ireland 


lion to $5 billion) reduction in 
Government outlays budgeted for 
fiscal 1958 might make tne eco- 
nomie outlook sufficiently shaky 
to warrant easier money market 
conditions to stimulate invest- 
ment. However, wita a large vol- 
ume of Treasury refinancing in 
prospect and the market for vu. S. 
Government bonds already rather 
demoralized, it is not at all clear 
tnat without positive Government 
action intercst rates would fall. 


Suggests Monetary Ease 

Under these circumstances, a 
moderate reduction in Federal ex- 
penditures at tis time probably 
should be accompanied by Federal 
RZeserve and Treasury action to 
ease the money stringency since 
such action is readily reversible 
and there would appear to be 
more danger from deflationary 
than from inflationary pressures. 
(I might note parenthetically I do 
not believe that interest rates can 
be counted on to reach their opti- 
mal jevel in a “free market” re- 
cardless of economic conditions, 
or that reduction in interest cost 
to the Government is an irrelevant 
consideration in monetary policy.) 
Tax reduction—which is a more 
powerful anti-deflationary instru- 
ment than monetary policy and 
is not readily reversible—should 
probably be associated only with 
more substantial cutbacks in the 
Federal budget. 


Associates Investment 
Debentures Offered 


Public offering of $50,000,000 
Associates Investment Co. 514% 
debentures due Aug. 1, 1977 is be- 
ing made today (Aug. 1) by an 
underwriting group headed joint- 
ly by Salomon Bros. & Futzler 
and Lehman Brothers. The deben- 
tures are priced at 100% pilus ac- 


crued interest. 
Net proceeds to be received 
from sale of the debentures by 


Associates Investment, the fourth 
largest automobile firance com- 
pany in the United States, will be 


used to increase or maintain the 
working capital of the company 


but wili be initially applied to the 
reduction of short-term notes due 
within one year. 

The debentures are not redeem- 
able except through operation of 
the sinking fund. Sinking fund 
payments begin Aug. 1, 1963 and 
are designed to retire 93.324% of 
the issue prior to maturity by the 
redemption of $3,333,000 principal 
amcunt of the debentures an- 
nually. 

The company in 1956 had a total 
income of $117,439,000 and a net 
income of $19.508,000, the latter 
equal after preferred dividends to 
$5.93 per common share. 

In addition to its financing 
operations conducted through 161 
offices located in 30 states, the 
District of Columbia and Canada, 
the company underwrites auto- 
mobile and life insurance and is 
engaged in manufacturing and 
other business. 


Joins Eastman Dillon 


Special to Tue FInancyar CHRONICLE) 

LOS ANGELES, Calif.—George 
J. Muellerschoen has become affil- 
iated with Eastman Dillon, Union 
Securities & Co., 3115 Wilshire 
Boulevard. He was previously 
with Merrill Lynch, Pierce, Fen- 
ner & Beane. 


Joins Jamieson Staff 


(Special to THe Frnancrat CHRONICLE) 


SAN FRANCISCO, Calif.—John 
O. Stewart has been added to the 
staff of H. L. Jamieson Co., Inc., 
Russ Building. He was formerly 
with Sanford & Co. 


Wm. R. Staats Adds 


(Special) to Tur Freanciat CHRronicie) 


SAN FRANCISCO, Calif.—Chas. 
E. Condon, Jr., has been added to 
the staff of William R. Staats & 
Co., 111 Sutter Street. 


Placing “honest money” ahead of popularity, the British 
equivalent of our Treasurer poses the question “how honest 
is our money?” and answers that it is “as honest as we choose 
to make it.” The Chancellor of the Exchequer exhcrts his 
country to face the problem of inflation and to accept the 
necessary remedies; depicts incongruity of those who urge 
more government spending and yet want inilation dealt with 
more effectively; labels inflation, not deflation, as the real 
danger; stresses banks’ responsibility to limit themselves to 
short-term loans; and praises the insurance industry for 


equating investments 


The Exchequer has indeed rea- 
sor to be grateful to the great 
life assurance offices for the work 
which they perform both in col- 
lecting savings and in channeling 
them‘ into productive use in in- 
dustry and elsewhere. Fifty years 
avo there was, just as there is to- 
day, a claimant demand for new 
capital. But it was a bit different 
then. There was a large nucleus 
of rich men who were able and 
ready in invest their money. To- 
day we must depend on the sav- 
ings of the millions. It is not-a 
bad basis-——it is certainly a broad 


one -~ upon which the economv 
can rest. The qualities of thrift 
and temperance have been the 


foundation of our national wealth. 
Today men are asking whether 
these qualities still exist — or at 
anv rate exist sufficiently—in our 
Government and in our national 
character. Has inflation come to 


stay? Are prices bound to g> on 
rising? Are fixed interest securi- 
tics 2 sound investment? Put 
biuntly the question now being 
asked is “How honest is our 
monev?” And the answer to it is 


‘As honest as we choose to make 
| Pe 

The National Savings move rent 
is a movement which depends on 
honest money for its success and 
which through its devoted and 
voluntary action represents an 
important instrument for securing 
it. Jf a nation pays itself 7% 
more for doing no more work, as 


happened last vear, price in- 
creases will follow as night fol- 
lows upon day. No economic or 


governmental mavic. no system of 
controls can stop that process. Be- 
fore those price increases thus 
generated are to form the besis 
for another round of wage in- 
creases, the country should pon- 
der the damave which could be 
Cone 19 *%is nation and to all who 
work in it. 


A}ll Solutions Are Unpopular 

It may be convenient if I con- 
centrate on those asvects of infla- 
tion which are by their nature of 
particular concern to the Govern- 
ment and to the City. I would say 
this first about inflation. It is 
perhaps the most intractable and 
difficult problem which we have 
to face. Other countries have to 
face it too and none vet hove 
found a satisfacto’y solution. Yet 
here in this islond, dependent as 
we are uvon external trade and 
with the responsibility of a world 
banker. we needs must find a way 
to meet this problem. We cer- 
tainly shaall not find an answer 
to it in blaming one another. The 
truth is that wave claims, profits, 
Government expenditure, Bank 
advances and other factors all 
their part to play. All the 
solutions are unpopular. What is 
right, as I have observed 
always popular. And it is a rel- 
atively form of escapism. 
the moment a solution in one of 
these fields is even hinted at for 
all the critics to condemn it and 


have 


is not 


easy 


*Frem a talk bv Chancellor Thorney- 
croft at the opening of the new offices 
of the United Kinedom Provident Insii- 
tuvcu, Jumy 10, 1957. 


to savings collected. 


focus attention upon other as- 
pect of the problem. 

The truth is that this nation 
must cither squarely face the 
probclm of inflation and accept 
the policies necessary to check 


and curtail it or else it must face 
a continual decline in the value 
of its currency. If it is said that 
there is some danger in a Chan- 
cellor speaking in such forthright 
terms my reply can only be that 
the dangers would be tar’ graver 
if he failed to do so, What is the 
Government’s part in all this? 
May I say this about the Govern- 
ment and its exnenditure? Hardly 
a day passes without the Govern- 
ment being pressed to spend more 


money. It is said—by high placed 
military persons — that the onlv 
form of defense is to have all 
forms of weanons arcient and 
modern. It is said that expendi- 
ture on the Universities is gro- 


tesquely small. It is said 
we spend on roads is a 


‘hat what 
‘ite inade- 


quate. And yet it is said at the 
same time inconegrous!iy though 
it may be—-that we ought to be 
dealing more effective!y with in- 
flation. You cannot at the same 
time press on Covernment to 
spend more and ask it to halt in- 
flation. The fact is that in Anril 
we budgeted to spend less this 
year than we did last. In my 
Budget sneech I pointed to the 


surplus of £468 m. and described 
it as a “striking contribution 
towards the strengthening of our 
balance of payments and the sta- 
bility of the economy.” It would 
at that time have been easy and 
popular to give away more of this 
surplus in response to those many 
critics who were then so busily 
engaged in pointing out the dan- 
gers not of inflation but of defla- 
tion. But I stood by my view that 
inflation rather than deflation 
was the real danger and I feel 
sure that no discerning person 
would disagree with that judg- 
ment today. 

The scale of public investment 
is of course high and will certain- 
ly continue to be high. Steel and 
coal, transport and power, all 
these basic industries need capi- 
tal. Thev will absorb large quan- 
tities in years ahead. But not even 
in these fields can we develop 
faster than the resources which 
are available permit. We shall of 
course give these productive in- 
dustries priority over advances in 
the Social Services. We cannot 
afford not to do so. Even so there 
is limit to the speed at which we 
can develop. We have not hesi- 
tated, and will not hesitate, to ad- 
just even the most 
vestment programs. 


essential in- 
The object 
must be to secure that these pro- 
grams are matched by the savings 
available the profits earned, 
so as to place a less heavy bur- 
den on the community. These are 


or 


the facts of life. They are the 
same facts which face many of 
our partners in the Common- 


wealth today. We should be fail- 
ing in our duty to the Common- 


wealth and to the whole .world if 
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we did not face them here in the 
United Kingdom. 


Limits Bank Loans to Short Terms 


Lastly es to credit policy. Some- 
times I am urged to end the credit 
squeeze. Sometimes I am told to 
dictate to the Banks on their 
liquidity ratios in order to inten- 
sify it. 1 wonder if those who ad- 
vocate the second course want to 


use the benks as their agents to 
choke back production and raise 


unemployment. Oddly enough, the 


Same peovie sometimes urge both 
these courses. I doubt their wis- 
dom. Nevertheless, credit policy 
has an important vart to play. 


Ibviousl: 


can about 


e need to learn all we 
echniques in this field. 


We all locx torward to the find- 
ings of Lord Radcliffe’s Commit- 
tee. But ot course the Radcliffe 


Committee was never intended as 
a substitute for action. Whatever 
techniques we may develop, credit 
restriction. clearly has a part to 
play in ove struggle against infla- 
tion. On tne other hand we must 
not deceive ourselves that im- 
proved techniques can ever bea 
complete oanewer. In February 
and March there was a morked 
upsurge in: the level of Pank ad- 
vances. lL am glad to saw that sines 
my renues: to the Banks in Anrif 
the figures for Avril and May 
have shown ai less disturbing 
trend, though IT shali be bound to 
continue to watch the position in 
the months to come very closely. 


Porhans I mav tate thie epnpor- 
tunity of stating avain the jim- 
pottenee whieh T attoeh to limit- 
ine the gurntities of ,anNk Mone. 
available vor long-term § invest- 
ment, The guidance which T have 
issued to *~e Capital Iscues Com- 


mittee sti stands and is heine 
carried out in their dav-to-dav 
woark, 1) STticinlesw the nrineinie 


thet over: 
Nurnners « 


alt fPuejlities far eanite] 
oultl so for oe nossible 


be Emite short “hrideine” on- 
erotians, cosiened to nravite ean- 
ital for chort nerinds until mare 
apnronriots lone-term  arrange- 
ments for tinance can be made. 


Places Honest Money First 


Tf this rm cons less investment or 
investment ot a slower nae, so be 
it. For the fact remoins that in- 
vestmert unomatched he se»vings 
jie 9 hottie lost against inflation. 
It is my ‘tention that the bor- 
rowing of money shonld be as 
difficult as the real shortage of 
resources demonstrates ta he 


necessary. I prefer that we should 
put honest money first and other 
considerations includine anv in- 
dividual nopularitv a long wav af- 
ter. Businesses, local_ajithoritics, 
public boards‘and private yersons 
too must cut their Buegets in ac- 
cordance with the national cloth. 
Directors ond sharehoMers, hank- 
ers and. ratevavers will assict the 
compunity and themselves if they 
imvress these facts on one an- 
other. 

Of course T know that there 
other factors in inflation, But 
existence of other factors is not 
en adeouste excuse for ienoring 
those that I have mentioned. Your 
organization is right in the front 


are 


the 


line in this endeavor, Voeuwr task, 
as I see it. is to collect the sav- 
ines of prudent neonle and to 
match them to investment. Let us 


wish each other well in the strug- 


gle that lics ahead. 
L. A. Caunter Adds 
CLEVI YD. Ohio—Theodore 
P. Patte as be ided to the 
staff of | 4. Caunter & Co., Park 
Building 


With Paine. Webher 


LOS ANGELES, Calif.—Robert 
V. McLaughlin is now 
Webber, J: 
South Spri 
merly wit 


with Paine, 
& Curtis, 626 
ng Street. He was for- 
J. Henry Helser & Co. 
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Our Reporter on Governments 


By JOHN T. CHIPPENDALE, JR. 


| 
| 

The refunding operation with an attrition of $1.1 billion, or 
about 12° of the publicly-held issues. means the Treasury will 
have to raise new money in the near future, probably next month. 
Although the certificates went very well in the exchange offer, 
there wis a good response to the 4 year-2 vear note, and this 
might eventually resuJt in an extersion of the maturity date of 
tne Government debt. 




















Short-Term Securities in Demand 

The Government market is again rather distinctly divided into 
sections, with the short-term area continuing to get the bulk of the 
attention. This means that there is a stronz demand for the near- 
term lguid obligations which results in a broad and active market 
for these issues. The intermediate-term securities have not had 
too much cemand, but the new issue, the 4‘% note, due in four 
years but reaeemable in two years, has added somewhat to the 
activity for obligations in this group. The long-term Treasury 
bonds have been moving down towards the lews for the vear, even 
theugh this trend has been intersnersed here and there with 
rallies. 


Long Treasuries Continue at Competitive Disadvantage 


The demand for and interest in the most distant Government 
securities is still very small and, as a result, price movements in 
these bonds continue to be mainly professional. Because of the 
upward trend in interest rates and the more favorohle vields avail- 
able in corporate, state and local Government bonds, long-term 
Treasury obligations do not have atiraction yet ior investors. In 
order to meet the existing competition, Government bonds will 
have tu move down to lower levels. 


Liquidity Still Dominant Theme of Investors 


The money market is still being dominated by the very large 
refunding operation of the Treasury and it is likely that it will 
take a few more weeks before the new issucs which came into 
being with this exchange offer will be more thoroughly digested. 
There is no question but what the money market is a very short- 
maturity affair because of the uncertainty which overhangs it. 
suid ime Very large turn-in for the four months 3°, certificate 
and the one-vecar 4s in the recent refunding oneration, appears to 
be vroof ro-itive of the desire to acauire in large amounts only the 
most liquid Treasury issues. This anplics to all types of investors, 
including the Central Banks. 


New One-Year 4% Certificate Well-Regarded 

The one-vear 4% certificate anmearse to b2 a desirable issue 
for certain buyers of Government obligations and a~™one the most 
important takers of this securitv ‘was the Federal Reserve Banks. 
An issue ot this kind is very much to the liking of the Central 
Banks, since they always want to have on hand a sizable amcunt 
of short Government maturities for market contrel purposes if 
there should be need for it. 

To be sure, the only cbligation which the Federal Reserve 
Banks have used in recent vears to intluence the monev market 
has been Treasury bills and there are no indications of any change 
being made in this policy. Nonetheless, it is believe thet there 
will continue to be the usual balance in the Central Bank« port- 
folios and this means a sizable position in Treasury certificates. 


Optional 4% Note Issue in Marked Demand 


The 4 vear-2 year 4% note was, and still is. appealing to auite 
a few investors that are interested in the savings (account) type 
of investment. Because of this, it is reported that rositions which 
were taken in this security by dealers and traders have been 
moving out very well. There are indicetions that funds are being 
taken out of savings accounts in both the commercial and savings 
banks aud this money is being reinvested in the 4% due Aug. 1, 
1961, optional retirement Aug. 1, 1959. Pension funds, according to 
advices, are still making commitments in the 4% note, with indi- 
cations that the bulk of.these. purchases are now coming from the 
publie ones. 


Treasury May Need New Funds Shortly 

With the refunding over, the Treasury is apparently ont of 
the money merket for a little while. The next refunding will be 
the latter part of the year, when the receatly offered 36s will 
have to be taken care of, and this brings up the question as to 
what is going to take place in the meantime. Some new money- 
raising by the Treasury seems to be exvected soon. On the other 
hand, there is no evidence yet of any let-up in the pressure that 
has been on the money market and the fact that ihe Treasury had 
to go to 4% in order to put over the very large refunding seems 
to bear this out. This indicates that the demand for money is just 
us sizable as ever, with corporations, states and local Governments 
coming into the market in a surge to get funds. This has lifted the 
yield on new bond issues to the highest level reached in the last 
25 years or so. 


Interest Rate to Remain at Hich Level 


This increased bond financing by the aforementioned borrew- 


ers has more than offset the decrease in new mortgage borrowings 
to date. As long as the demand for money is zoing to be large, and 
there are no indications of a change yet, (even though there may 
be a minor new financing lull in August), there will be no de- 
crease in interest rates. As a matter of opinion, there are not 


few money market specialists who are of the opinion that the cost 
of borrowing will go higher. 


Further Rise in Bank Rates Indicated 
The idea that interest rates will continue to advance, 
cially as far as long-term financing is concerned, raises the aues- 
tion as to what will happen to the discount rate and the prime 
bank rate. Also, the inflationary pressure shows no signs of abat- 


espe- 
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ing and, as long as this is the case, there will be ro change in the 


tight money policy of the powers that be. 


worsening in the business picture, 


Until there is same 
the chances are rather good that 


there wiil be another round of increases in borrowine rates. 





. We are pleased to report that Harry L. Zeeman, Jr.. 
Marks & Co. Inc., has again contracted for a half page 
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space on 
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the back cover of the Annual Convention Year-Book Supplement 
of the “Financial Chronicle,” and we all appreciate his support. 
Alfred F. Tisch, Chairman 
National Advertising Committee 
c/o Fitzgerald & Company 


40 Wall Street 
New York 5, N. 


William H. Eddy 


William H. Eddy passed away 
July 23 at the age of 77. Mr. Eddy 
began his career in the invest- 
ment business with N. W. Halsey 
& Co. in 1902. He was later asso- 
ciated with Emanuel Parker Com- 
pany, Estabrook & Co., and Equi- 
table Trust Company. In 1930 he 
became a Vice-President of the 
Chase Securities Corp., with which 
he was associated until his retire- 
ment in 1939. 


With Boettcher & Co. 


(Special to Tor Frnancial, CURONTC.E) 
DAVENPORT, Iowa — Paul G. 
Martens is with Boettcher and 
Company. He was previously with 
Vieth, Duncan & Wood. 


Joins Bishop-Wells 
BOSTON, Mass. —Granville B. 
Colyar is now affiliated with Bis- 
hop-Wells Co., 185 Devonshire St. 


Y. 


Now With du Pont, Homsey 
(Special to Tue Frvancrat. CHRONICLE) 

BOSTON, Mass.—Harry C. Fac- 
tor is now with du Pont, Homsey & 
Company, 31 Milk Street, mem- 
bers of the New York and Boston 
Stock Exchanges. He was previ- 
ously with Richard J. Buck & Co. 


With Keller Brothers Secs. 


(Special to Tue PINaNcIaAL CIPONICLE) 


BOSTON, Mass.—Leo W. Krit- 
sick is now with Keller Brothers 
Securities Co., Inc., Zero Court 
Street. 


Joins C. H. Reiter Co. 
(Special to Tun FrnaNciaL CHRONICLE} 
CINCINNATI, Ohio—Arthur J. 
Ibold is now connected with. C.°H. 
Reiter & Co., Fifth Third Bank 
Building, members of the Cincin- 
nati Stock Exchange. 
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**FHLB’’ —Federa!l Home Loan Banks 
—Federa! Intermediate Credit Banks 
—Federa! Land Banks 
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‘Who Speaks for the Public?’ 


By JAMES K. VAKDAMAN, JR.* 


Member, Board of Governors, Federal Reserve System 


After picturing bankers as often appearing “to have a patho- 


logical fear of competition—a kind of 
Reserve Board member depicts: 


‘ 


competophobia’,” 
(1) the uniqueness of 


demand—deposit creation and its concomitant responsibility ; 
(2) growing concern for a thorough monetary-banking study; 
(3) competitive varieties of banking and non-banking financial 
institutions; and (4) rise of such extreme demands as 100% 
reserves. Banks should encourage sound, constructive legisla- 
tion and better serve the legitimate demands of commerce and 
industry, Mr. Vardaman concludes, instead of pursuing narrow 
or selfish measures against other financial institutions. Con- 
tends banking’s future lies not in successful defense of its 
established position, but rather in its willingness to provide 
banking services consistent with our developing economy. 


Abovt six years ago Allan 
Sproul, then President of the Fed- 
eral Reserve Bank of New York, 
and one of the really great men in 

Federal R¢ 


_Cc@- 
serve history, 
spoke in St. 
Louis at the 


GS @iden 
Anniversary 
Convention of 
the National 
Association of 
Supervisors of 
State 3anks. 
He chose as 





the title for 

his remarks 

i, “Who Speaks 

Ml Paul a for Banking?” 
3. K. Vardaman, Jr. As usual. it 
was a pro- 

found address challenging and 


thought-provoking. One thing he 
said which particularly interested 
me was, to quote, “On the great 
issues of the times in the field of 
monetary and banking affairs, the 
banking community as a whole or 
at least in any organ’zed capacity. 


usually has taken a negative ovr 
neutral attitude. It has left it to 


others to propose broad legislative 
programs and to devise changes 
our banking and credit systein 
And then, in combating flaws in 
such programs . it has allowed 
itself to be cast in the role of on- 
position in resistance to change 
Since Mr. Sproul’s talk and 
probably due in part to it, bank- 
ing has spoken with a somewhat 
clesrer voice than it had prior to 
1951. This is certainly true with 
respect to some of the major eco- 
nomic questions of our day. Bank- 
ing, as a whole. has given strong 
and well-reasoned suppcrt to 
sound monetary policies. However, 
in those areas more directly re- 
lated to daily operational activi- 
ties of banking its voice has at 
times been confused, selfish, and 
unbecoming, especially in relation 
to competition between indepen- 
dent banks and branch banks, and 
between commercial banking and 
other financial institutions such 
as savings and loan associations. 


in 


Fear of Competition 
Bankers as a group or in con- 
cention assembled often appear to 
have a pathological fear of com- 
petition — a kind of “competo- 
phobia.”” When such questions de- 
velop and are discussed, either 
privately or publicly, the voice of 


banking becomes strained, un- 
naturel, and unconvincing. It is 
then that we hurt ourselves and 


our institutions by alienating sup- 
port from the public and in the 
halls of Congress. 

Banks 


as institutions, and 
bankers as individual citizens. 
should know what the _ public 


wants and requires: and should be 
first to recognize these require- 
ments and govern themselves ac- 
cordingly. 

We, as bankers, are literally 
trustees of private enterprise, for 
without private banks there can 
be no private free-market system 
in this country. Private banking 





*An address by Mr. Vardaman, Jr. be- 
fore the 66th Illinois Bankers Association, 
St. Louis, Mo. 


as an institution will survive only 
so long as it continues to serve the 
public adequately and fairly: and 
only so long as bankers take the 
high position of trustees, rather 
than the low position of money 
changers. Our behavior must be 
tempered by a high degree ot 
public spirit and public service: 
and we should know that what is 
cood for the public in the long- 
run is actually best for us 

In this capacity we must not be 
satisiied simnly to defend our 
entrenched position: but must take 
the leadership in suggesting such 
changes in laws and regulations 
us Watl permit our banks 10 serve 
the public to the public’s satisfac- 
tion. Whether we like it or not, 
we should remember that ihe 
public will be served lai gely to its 
own liking, either by our present 
system or some other svstem olf 
financial institutions. Already 
erosion in the field of commercial 
banking has been heavy. The way 
to stop this erosion is not by static 
opposition but by constructive and 
progressive action, which will 
give the public facilities in the 
form of banking offices and bank- 
ing services which the public 
requires. 


the 


Examining Banking 
Leaders in government 
nance believe that this 
time to take a careful 
financial structure in the United 
States, and the’ relationships 
which have developed among 
various financial! institutions. 
These proposals do not stem from 
any concern about the soundness 
of individual banks or loan com- 
panies, but they do express some 


and fi 
is a good 
look at the 


feeling that competition among 
such organizations may be en- 


couraging practices which. if not 
unsound in themselves may lead 
over time to unsound conditions 
in individual institutions. They 
refer to the intense competition 
now going on among commercial 
banks, savings banks, and savings 


and loan associations in certain 
areas which has expressed itself 
in upward adjustments in the 


rates paid for time deposits, win- 
dow dressing around statement 


dates, longer banking hours, and 
flamboyant advertising. 
Also, some observers appear 


concerned about the adequacy and 
effectiveness of present tools of 
monetary management. Others, 
impressed by the fact of a faster 
growth of other financial institu- 
tions than of commercial banks, 
seem concerned about the longer- 
run competitive relations among 
the various organizations which 
make up the financial system: 
they believe that our mechanism 
of monetary policy requires com- 
mercial banks to carry more than 
their fair share of the burden of 
maintaining stability in the econ- 
omy. 

Still others are concerned about 
what seems to them to be an un- 
desirable concentration of control 
over banking facilities in some 
areas through the proliferation of 
branches, the extension of chains 
and groups, mergers, or other sim- 
ilar arrangements. 

If these and other similar ques- 
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tions are to be carefully examined 
and major changes in present 
laws governing financial institu- 
tions are to be considered, as now 
appears probable, it is more im- 
portant than ever that commercial 
bankers speak plainly and bluntly, 
but with clear evidence of under- 
standing of the public interest. 
This is possible only if we focus 
our attention on the basic needs 
and demands of the public—which 
we all serve—rather than on the 
narrow competitive interests of 
various financial] institutions, 
which are transitory in nature. 





No Capricious Legislation 

First, it is important to remem- 
ber that the present body of law 
which provides the basis for our 
financial structure was not devel- 
oped capriciously. No _ field 
Federal legislation has been more 
carefully thought out and less af- 
fected by narrow partisanship 
than banking law. Perhaps be- 
cause the power “to coin monev 
and regulate the value thereof” 
is a constitutional responsibility 
of the Congress, it has approached 
legislation in this field with great 
caution, and the deliberations 
which have preceded important 


changes provide landmarks of 
true statesmanship in conduct of 
the legislative process. This was 


true of the National Banking Act. 
the Federal Reserve Act, and the 
Banking Act of 1935, which pro- 
vide the statutory basis for most 
of our present arrangements. Cer- 
tainly, this long tradition should 


be maintained, and modifications 
of ithe law with respect to bank- 
ing should be made only afte 


thoughtful, judicious considera- 


tion of what is best for the coun- 
try as a whole. We may be confi- 
dent that the Congress would 


prefer to approach financial legis- 


fation in this way and that it will 
seek and welcome the help of 
bankers. 


Banking and Other Financial 
Institutions 

We have a great and growing 
variety of private and govern- 
mental financial institutions, 
financial intermediaries as. they 
are sometimes called. Thus, we 
must deal with organizations 
ranging from commercial banks 
to the social security trust funds: 
from life insurance companies to 
mutual funds. While all of these 
institutions have something in 
common, they are in most respects 
very different from one another. 
In evaluating their importance, 
we must continually ask ourselves 
which of their similarities or dif- 
ferences are relevant to the ques- 
tion under consideration. 

If we are interested primarily 
in those institutions that create 
liquid assets competitive with 
time deposits—and perhaps to a 
lesser extent with demand de- 
posits—we can limit our attention 
mainly to mutual savings banks, 
savings and loan associations, and 
credit unions. Also, if we are con- 
cerned with the effect of nonbank 
financial institutions on monetary 
policy, we probably should con- 
centrate our attention mainly on 
these same organizations. 

In considering the competitive 


or 


relationship among commercial 
banks and between such banks 
and other financial institutions, 
we must always keep in mind 


that the commercial banks are in 
some respects unique. They create 
demand deposits, and this enables 
the commercial banking system as 
a whole to have an effect upon 
the economy that no other insti- 
tutions can have. For this reason, 
as was discovered early in the 
history of banking, it is necessary 
for commercial banks to be sub- 
ject to special regulations and 
supervision, and operational lim- 


itations not necessary for other 
financial institutions. 
We all understand this when 


we take time to think it through. 
Sometimes, however, bankers tend 
to think in terms of the operation 
of their own separate banks, and 


of 


it appears to them that they can- 
not create anything, but can only 
use the reserve funds brought in 
by their depositors. It looks to 
them as if their depositors control 
the amount of credit they are able 
to extend, since when deposits are 
withdrawn their bank loses re- 
serve funds and has to reduce its 
earning assets. 


Demand-Deposit Creation 

3ut when we think in terms of 
the total financial structure and 
the role that banks play in it, we 
must remember the commercial 
banking system can create de- 
mand deposits, within the limits 
of its reserve funds. While de- 
positors can alter the distribution 
of reserve funds among banks, 
and can cause embarrassment to 
bankers by shifting their deposits 
from one place to another, such 
shifts do not affect the _ total 
amount of reserves. 

Control over the volume of re- 
serve funds, as we know, is dele- 
gated by the Congress to the Fed- 
eral Reserve System. We must 
frankly recognize that this is, and 
must always be, a sacred respon- 
sibility. 

One thing 
bankers should 
this unique 


that 


keep 


commercial 
in mind 
power—and the re- 
sponsibility that goes with it— 
to create money through the 
medium of demand deposits. The 
great bulk of our money supply 
—about 80% —consists of demand 
deposits held only in commercial 
banks. There are in existence 
certain types of liquid assets that 
are in some respects similar to 
money, and the variety and rela- 
tive amount of such liquid assets 


is 


have greatly increased since the 
Second World War. It would be 


a mistake to overlook the impor- 
tance of these funds: but it would 


be a greater mistake to equate 
them with money, and thereby 
discount the special place of 


money and, therefore, of commer- 
cial banks, in the financial struc- 
ture of the country. 


Central Banking’s Role 

The Federal Reserve System 
carries out its mandate to regulate 
the amount of commercial bank 
credit or deposits, as we all know, 
through its control over the vol- 
ume of bank reserves. The spe- 
cific tools through which Federal 
Reserve policy is effectuated are 
primarily open market operations 
in VU. S. Government securities 
and changes in Federal Reserve 
Bank discount rates. supplemented 


by occasional variations in the re- 
quired reserve ratios of member 
banks. 


Extreme Demands 

This consensus seems to be that 
these instruments are _ sufficient 
to permit the Federal Reserve to 
achieve its objectives in regulat- 
ing the volume of commercial 
bank credit and the money sup- 
ply. Our experience over the past 
few years with an active anti- 
cyclical monetary policv has re- 
inforced that opinion. There con- 
tinue to be thoughtful students 
of finance, however, who believe 
that the Government should exer- 
cise a more rigid control over the 
money supply by requiring 100% 
reserves against demand deposits. 

Certainly, I do not approve any 
such extreme and it probably 
would not appeal to many: but, 
on the other hand, we should all 
be disturbed by the prospect of 
an opposite extreme as indicated 
in recent speeches and conversa- 
tions which suggest that some 
people have lost sight of the re- 
sponsibilities that commercial 
banks have to the public. Thev 
seem to feel that commercial 
banks should have an _ assured 
right to grow as fact as other fi- 
nancial institutions. The fact that 
laws and regulation prevent them 
from doing so constitutes, in their 
opinion, unfair discrimination. It 


has even been contended that it 
is discriminatory to apply to 
banks the special measures ad- 


ministered by the Federal Reserve 


System (particularly reserve re- 
quirements) without applying 
them also to other financial insti- 
tutions. The suggestion is made 
that similar regulatory policies 
should be applied to such other 
institutions as savings banks, sav- 
ings and loan associations, credit 
unions, life insurance companies, 
pension funds, and perhaps others. 
Any approach that pretends that 
there are no significant differ- 
ences between commercial banks 
and other financial institutions, or 
that ignores the fact that com- 
mercial banks are a part of the 
monetary mechanism of the coun- 
try, cannot be sustained. Com- 
mercial banks are a special type 
of financial organization, and—in 
the public interest—they must be 
subject to special Governmental 
action that influences the volume 
of their assets and liabilities. Any 
proposal which does not recog- 
nize this basic fact is simply not 
sound and will not be considered 
seriously by the Congress. 


Competitive Picture 

When this has been said, how- 
ever, we must also recognize that 
the commercial banks are com- 
petitive with some other financial 
institutions, particularly in their 
function of holding savings and 
time deposits. and in providing 
other financial services. The laws 
—especially tax laws—applying to 
other types of institutions affect 
to some extent their relative suc- 
cess in these competitive efforts. 
There is definitely inequity in 
some present tax provisions. 

If savings and loan associations 


are growing more rapidly than 
commercial banks, should we ap- 


ply additional regulations to sav- 


ings and loan associations, or 
remove some from commercial 
banks. in an effort to equalize 


their potential growth factor? The 
unsoundness of such an approach 
is obvious 

When then, should 
laws and regulations applicable 
to different financial institutions? 
The basic principle should be that 


govern the 


the public interest must be pro- 
tected. If commercial banks are 
subject to any regulations not 


required to protect the public in- 
terest, then it is only good gov- 
ernment to remove them. And if 
the regulations applicable to other 
institutions do not adequately 
protect the public interest, it is 
only good government to apply 
additional ones. This is the ap- 
proach which bankers should take 
as trustees and leaders of the peo- 
ple in financial matters. In this 
way, bankers should speak for 
the public. 

Although this approach is sim- 
ple in concept, of course it is not 
simple in application. For it re- 
quires that we examine the role 
in the economy of banks and 
other financial institutions, and 
the environment in which we ex- 
pect them to operate in the fu- 
ture, and then ask what regula- 
tions would make good economic 
sense and be good public policy. 


Obligations Involved 

In order to do this, we ought 
to consider how the obligations of 
the various financial institutions 
fit into the structure of financial 
assets existing in the economy. 
We ought to examine the relation- 
ship between the type of liabili- 
ties that each institution is 
pledged to meet and the type of 


asssets that it holds. Do we find 
a proper balance between the 
structure of liabilities and the 
structure of assets? Are the op- 


erations of any class of financial 
institutions unsound in some sense 
and hence a threat to economic 
stability? What contribution are 
the various financial institutions 
making to the efficiency of our 
mechanism for mobilizing and al- 
locating credit? Do they facilitate 
or hamper this all important func- 
tion? Are they meeting all of ‘the 
needs that they could meet? Is 


each type of institution suited to 
the type of role that it is playing’ 








At what points is our existing 
struc.ure of laws and regulation 
deficient, excessive or misguided? 
The-e are not easy quesiions, but 
they are the kirds of question 
that bankers should be asking— 
and answerit.g—trom the public’s 
viewpoint as well as their own. 
Financial institutions should not 
behave in such a way us to cause 
or contribute to economic in- 
Stability. As one aspect of this, 
they should be managed on sound 
business principles and not be 
«xposed to failure or vneéeue risk 
of failure. At the same time, how - 
ever, the useful services of all 
financial institutions should not 
be limited to dealings in the high- 
est grade credit risks, but de- 
velopment of some _ institutions 
contributing funds to new and 
relatively risky undertakings 
should be encouraged. They should 
be allowed to adapt flexibly tio 
changes both in the nature of de- 
mands for funds and in the prefer- 
ences of savers. Therefore Gov- 
ernment policies applicable’ to 
each type of organization snouid 
impose neither too much reguia- 
tion nor too little, but should ia- 
sure that each type is conducted 
in a way that is in harmony with 
the 


position that it fills in our 
over-ail financial network. 
This will entai] continued an- 


plication of special regulations to 
commercial banks. Inis is ines- 
capable. The money supply must 


continue to be regulated in such 
a way as to minimize the risks 


of inflation and deflation, and thu; 
contribute to the ordcrly growth 
oi the economy. This is no rea3on., 
however, to assume that the com- 
mercial banks are doomed tod 
stagnation. 


Long Run Growth 
Over the longer run. if we be- 
lieve in a growing economy, we 


must believe in the continued 
growth of commercial banking. 
Whether over the next decade 


commercial banks wiil grow more 
or less rapidly than other finan- 
cial institutions is difiicult to sav. 
Many diverse factors atfect the 
growth rates of such institutions 
as savings and loan associations, 
insurance companies, Mutual in- 
vestment companies, and pensicn 
funds. Basically they wili be ai- 
fected by changes in tne prefer- 
ences of the public for different 
types of financial services, by the 
types of credit cemands and by 
the legai and regulatory frame- 
work within which they operate. 
That framework should be one 
that makes economic sense and 
does not discriminate against any 
particular type of institution. But 
it should not be and cannot be 
used as a means of protecting any 
institutions’ “share of the inarket,” 


or its assumed vested interests. 
Given these underlying condi- 
tions the position of commercia} 


banks in the financial structure of 
the country will be determined by 


the way in which bankers adapt 
to the changing needs of the 
economy. It is by having the 


imagination to see and the initia- 
tive to exploit the new oppor- 
tunities for service uncovered ny 
economic progress that bankers 
will insure the greatest possible 
growth for their organizations— 
not by trying to throw temporary 
roadblocks in the way of com- 
peting institutions, either other 
commercial banks, or savings and 
loan and similar financial cor- 
porations. 

In view of the development of 
holding companies, chain-banking, 
the branching of savings and loan 
associations, and the establishment 
of an unusual number of single- 
unit banks, the question of branch 
banking, iikewise, requires a fresh 
examination by the whole fina: 
cial community, in the light of 
public needs and demands. Ours is 
a dynamic growing economy. Our 
population increasing rapidly, 
and is constantly relezating in ac- 
cordance with resource develon- 
ment. Rebuilding and expandin 
our cities, citie 
and the creation of suburbia 


is 


co 
= 
. 

99 


building of new 
new 
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is a continuous and healthful 
process. Umieasonable statutory 
ianaicaps and obstacles to tue 
provision of adequaie commercial 
banking facilities tor public serv- 
ice will be resented; and if com- 
mercial banks are not allowed to 
provide the needed services, in the 
form of conveniently located of- 
fices, and a wide variety of 
ceposit, loan and trust facilities, 
our customers are likely to drift 
away to other institutions that 
will. Apparently some have al- 
ready done so. 

In providing banking services 
consistent with our ever aevelov- 
ing economy, bankers can well do 
a little more living with the chal- 
lenge of the future and a little 
less living with their competitive 
harassments of the past. The 
future of commercial banking does 


not lie in the successful defense of 
its established position, but rather 
in its willingness to meet the re- 
quirements and demands of tae 
people and industries which it has 
been chartered primarily to serve. 

In most of our communities the 
banker sets the standard of hon- 
esty, integrity, foresight, and pru- 


dence for the entire business 
community. In this position of 
leadership, bankers, both as in- 


dividuals and through their asso- 
ciations, must think through very 
carefully the needs of the country 


and of their communities and 
support those changes in the 


financial structure and its legis- 
lative base which will best serve 
the public. 

It cannot be reiterated too often 
that commercial banking is unique 
«mong all private businesses in its 
association with the public in- 


THE DREAMS THAT KEEP 
AMERICA. GREAT... 


Cities Service Dedicates Its 


Cities Service believes it is altogether fitting 
that its splendid new research laboratories at 
Cranbury, New Jersey were dedicated to those 
who will use them so Wisely and well. 
Often unsung, sometimes unappreciated, 
the men of science in the industrial labora- 


tories of the country 


bevond the command of money. 

Thev kindle the fires of imagination and 
keep them burning. 1 hey spark the constant 
development of new products and the con- 
tinual improvement of established ones. Be- 
cause of their dedication to the new and bet- 


ter. management can build, salesmen can sell, 


every business can grow 


the public benefits. 





are a national resource 


in useful SS. and 








Mn le ae — 








terest. No other private 
taking carries with it the same 
degree of public responsibility. 
The voice of commercial banking 
must not be prompted by a nar- 
row or selfish concern for banks 
as against other financial institu- 
tions; but by a sincere desire to 
encourage sound, constructive 
legislation — which will permit 
commercial banks to serve better 
the legitimate demands of com- 
merce and industry. 

If the banking fraternity is to 
keep its position of leadership, it 
must thus speak for the public— 
fairly, frankly and objectively. 


Sigmund Rothbein Opens 


CHICAGO, Ill. — Sigmund 
Pothbein is engagines in a securi- 
ties business from offices at 5130 
North Sheridan Road. 


under- 





ern new 


equipm nit 
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E. M. Shafto V.-P. of 
Geo. B. Gibbons & Co. 


Geo. B. Gibbons & Company, 
Inc., 20 Pine Street, New York 
City, announce that Ellsworth M. 
Shafto has been elected a vice- 
president of the corporation. Mr, 
Shafto was formerly an officer of 
Lyons & Shafto. 





Rejoins Jones, Cosgrove 
(Special to THE FINANCIAL CHRONICLE) 
PASADENA, Calif.—Chester W. 
Boxley has rejoined Jones, Cos- 
grove & Miller, 81 South Euclid 
Avenue, members of the Pacific 


Coast Stock Exchange. Mr. Box- 
ley has recently been with Hemp- 
hill, Noyes & Co. Prior thereto he 
was Newport Beach manager for 
Jones, Cosgrove & Miller. 





Joining four other great Cities Service lab- 
oratories, these newest facilities will provide 
the most advanced equipment for res« arch in 
petroleum and allied fields. Included is a mod- 
ern nuclear section for long-range research in 
the field of process development, fuels and 
lubricants—the heart of which is the largest 
concentration of irradiated cobalt ever to be 
suppli dl by the Atomic Energy Commission's 
Brookhaven National Laboratory. 

Cities Service is proud, indeed, of its mod- 
laboratories and their advanced 
. but takes far greater pride in 
the men who will man them. It’s their dedica- 
tion and skill that spark our growth and our 
_ for today and for tomorrow. 
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Fiscal Action to Promote 
Stability and Growth 


by DR. JOHN 


K. LANGUM* 


Economic Consultant, Chicago, Hl. 


Consultant Langum advises for the present no general tax cuts 
and the maintenance of a Federal cash surplus. Discerns fur- 
ther ahead that the private sectors may face continuing and 
stubborn problems in moving forward “to which monetary 
and fiscal policies should give due considerations.”’ Notes some 
areas are now having profit difficulties, and the inability of 
per capita real disposable personal income to advance in the 
past 12 months. 


Inflation remains a very rea! 
problem before the nation. In 
spite of soft spots in many parts 


of the economy, dollar 


me@asures Oj 
activity are at 
record levels. 
Severe pres- 
sures continue 
in the money 
and capital 
markets, with 
demands for 
funds outrun- 
ning the sup- 
plies of funds 
made avail- 
able through 
current sav- 
ings. Many 
prices and 
costs are stili 
moving up, with more increases 
still to come in the months im- 
mediately ahead. Overall, the 
American economy is still operat- 
ing under pressure. 

The adverse effects of inflation 
include more than the current ad- 
justments necessitated by higher 


aggregate 








Joon K. Langum 


prices and costs. Beyond that, 
there is the vicious cumulative 
impact of inflation. Not least oi 


the difficulties here is the growing 
belief by the public, by business 
leadership, and by _ investment 
managers that continued inflation, 
at least in a gradual degree, is a 
certainty. These views, increas- 
ingly translated into action, could 
bring much more inflation. 
Further, a speculative bubble on 
top of the investment boom would 
certainly be followed by a down- 
turn in business of a degree which 
we should not have and need not 
-have. 

In these circumstances, the ob- 
jectives of stability and growth 
both point to fiscal action—and 
monetary policy as well—designed 
to restrain somewhat the spiraling 
of demands on the economy. 


Outlines Strong Fiscal Action 

In the fiscal field this calls for 
strong efforts to restrain Federal 
expenditures, with due regard to 





*A statement by Dr. Langum before 
the Subcommittee on Fiscal Policy, Joint 
Economic Committee, Washington, D. C. 





LETTER TO THE EDITOR: 


Creeping Gold 


priorities of national defense and 
social welfare. In the light of the 
prospective state of the Federal 
budget, general tax cuts at this 
time are not economically de- 
sirable. Furthermore, maintenance 
of a cash surplus in the Federal! 
budget is particularly needed at 
this time to support Treasury 
public debt operations and beyond 
that to back up indirectly current 
Federal Reserve policies. 

Until the investment boom and 
inflationary pressures clearly end 
there should be no general easing 
of tax policy and credit restraints, 
in my judgmert. The good short- 
run outlook for business and the 
immediate problem of inflation, 
however, does not mean that these 
will always be the economic con- 


ditions and prospects to which 
monetary and fiscal policies 
should give due consideration. 


Looking ahead a bit longer, it ap- 
pears likely to me that the private 
sectors of the American economy 
may well face some continuing 
and stubborn problems in moving 
forward. 

The record and_ prospect of 
vgrowth in the American economy 


is a proud one. But growth over 
the years has never meant and 
cees not now mean growth in 


every year. A decline in business 
of the degree of severity implied 
by the word depression, in my 
judgment, is simply not within the 
reasonable realm of possibilities 
in the modern American economy. 
But the business cycle is not yet 
dead. We certainly could some- 
time have a recession, a moderate 
decline in business activity. Even 
an economy moving sidewavs in 
real terms over some time is an 
economy of declining corporate 
profits and rising unemplovment. 
Given the level of Federal expen- 
ditures, such a period of interrup- 
tion in our growth trends, when 
and if it comes about, will be an 
appropriate time for decisive tax 
reduction. 


Profit and Real Income 
Difficulties 
The current concern over the 
Federal budget has served a use- 
ful purpose because it has focused 


Devaluation to 


Prevent Creeping Price Inflation 


Reader Petty suggests re-examination of Professor Cassel’s 

theory of obtaining a stable price level by planned creeping 

monetary gold devaluation as a method to avoid current 
price inflation. 


Editor. Commercial and Financial 
Chronis le 

Those of us who think that the 
policy of creeping inflation leads 
to gallo) ing inflation and ust. 
as more and more people get on 
the inflation pandawagon. must 
come up with something better 
than let’s have a } ust now in 


order to avoid a bigger bust later.”’ 

Three percent creeping inflation 
brings to mind another 3% theory 
— Professor Cassel’s theory that 
increasing the supply of monetarv 
gold 3°% per annum compounded 
results in a stable price level. Per- 


haps his studies should he 
examined at the present time. 

Would a 
ued 
tion 


re- 


return 
to insure a 
to 


to gold, reval- 
3% annual addi- 
monetary stocks, stabilize 
prices as they are today and pre- 
vent a sooner-or-later collapse? 

The great depression of 1873-78 
followed by the “Gold Re- 
sumption Prosperity” of 1879 and 
after. Would gold resumption now 
obviate a creeving-becoming-gal- 
loping bust? 

WILLIAM PETTY 

New York City, 
July 29, 1957. 
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attention again on the continuing 
challenge oi control of the level 
of Federal expenditures. What 
this means simply is our national 
decision as to how we want to 
divide up the spending of our in- 
comes, in broad terms, voetween 
the vital benefits of private ex- 
penditures and the very real 
benefits of most government ex- 
penditures. No doubt this has been 
pointed up by recent develop- 
ments in the economy. Declines 
have occurred in profits of some 
corporations and serious difficul- 
ties in maintaining profit levels 
are common to most businesses. 
Per capita disposable personal in- 
come in constant prices has ta.led 
to advance during the last 12 
months. The urgent priorities of 
national defense and_ essential 
public services underlines tne 
necessity for the most searching 
scrutiny and stringent control oi 
other Federal expenditures, par- 
ticularly where avoidable ineffi- 
ciencies and market-supporung 
subsidies are involved. The Fed- 
eral budget is big, but so is the 
United States. The problem is one 
of balance. In an expanding econ- 
omy and in a troublesome world, 
how much of our real growth shall 
take the form of expenditures on 
national security, how much on 
essential public services, and how 
much on private investment and 
consumption. 


Halsey, Stuart Group 
Sells Equip. Tr. Gifs. 


A group headed by Halsey, 
Stuart & Co, Inc., on July 26 of- 
fered $6,000,000 of 442° equip- 
ment trust certificates, series XX, 
of Southern Pacific Co. to mature 
annually from June 1, 1958 to 
1972, inclusive. The certificates 
were priced to yield from 4.10% 
to 4.65%, according to maturity. 

Securing the certificates is new 
standard-gauge railroad equip- 
ment estimated to cost not less 
than $7,500,000. 

Other members of the offering 
group are: Dick & Merle-Smith: 
R. W. Pressprich & Co.; Baxter & 
Co.; Freeman & Co.; Ira Haupt & 
Co.;: McMaster Hutchinson & Co.: 
Wm. E. Pollock & Co., Inc.: and 
Shearson, Hammill & Co. 


Joins A. J. Watkins 


vl to THe FINANCIAL CHRONICLE) 


SANTA BARBARA, Calif. 
Henry B. Clapp has joined the 
staff of A, J. Watkins, 1018 State 
Street. 


(Spec 


With Dempsey-Tegeler 
(Special to Tur Financran CHRONICLE) 
WHITTIER, Calif. — Homer I. 
Potter has become connected with 
Dempsey-Tegeler & Co., 113 KEust 
Philadelphia Street. 


Now Merrick & Co. 


SAN MATEO, Calif.—The firm 
name of Rex Merrick & Co. has 
been changed to Merrick & Co. 
Offices are at 222 East Fifth Ave.., 
with a branch at 528 Market St., 
San Francisco. 


A. M. Kidder Branch 


GREAT NECK, N. Y. — A. M. 
Kidder & Co., Inc. has opened a 
branch office at 55 North Station 
Plaza with George Gondeiman 
as manager and Robert Barker 
Associate manager. 


Saunders, Stiver Adds 


(Svecial to Tur } L CurRoD 


CLEVELAND, Ohio—Stepnen S. 


Steiner is now with Saunders. 
Stiver & Co., Terminal Tower 
Building, members of the Midwest 


Stock Exchange. He was forme! 
with Gottron, Russell & Co. 


Milton Steinhardt 
Milton Steinhardt passed awa\ 
suddenly July 25 at the age of 60. 
For 37 vears he had been a mem- 
ber of the American Stock Ex- 
change. 


ugust 1, 1957 











THE MARKET 


... AND YOU 


| By WALLACE STREETE 

















Stocks abandoned, at least 
temporarily, their attempt to 
nudge the industrial average 
to a new high this week. The 
list backed up a bit decisively 
in the face of limited offer- 
ings as much from the lack 
of buying as from the lighi 
pressure that the selling 
exerted on the market. 


It wasn't a very convincing 
display and the low level of 
volume made it mostly a little 
seesawing in the midst of the 
summer doldrums. The 
thoroughly mixed results 
showing up in the earnings 
statement kept sentiment cau- 
tious. And the _ well-antici- 
pated good earnings of the 
giants — including record 
peaks for such as Bethlehem 
Steel, Chrysler and U. S. 
Steel—were greeted calmly. 


Rails Lag Again 

Rails, which had started to 
stir out of their long siesta, 
fell back in tune with the 
profit-taking in the industrials 
and what buying had been 
around in anticipation of a 
forthcoming freight rate in- 
crease dried up rather rapidly. 


The rail picture so far this 
year isn’t one calculated to 
encourage investors. For the 
first half carleadings were 
down moderately but rising 
wages had clipped net income 
back more than 10‘.. Never- 
theless, industry statisticians 
were still hopeful of being 
able to boost revenues and net 
income over last year’s full- 
year results by a _ brighter 
last-half showing, bolstered 
by the higher freight rates. 


a ad 


It all added up to a picture 
where the rails, including the 
quality ones, are showing the 
better yields available in the 
present-day market. Santa Fe 
at recent prices was close to a 
7‘« yield, Norfolk & Western 
above 6‘« and Union Pacific 
nearly 5!2'.. 


Union Pacific, like some of 
the other Western lines, de- 
serves attention as much for 
its oil income as its transpor- 
tation activities, yet the over- 
all disinterest in rails per se 
has had a disparaging effect. 
Nevertheless, in the first four 
months of this year the oil 
income was up nearly $2 mil- 
lion to $10'2 million. One 
study shows that oil produc- 
tion on its land and in which 
it had an interest, ran to more 
than 14 million barrels last 
year which makes it a bigger 
oil operation than certain oil 
companies including Ander- 
son Prichard and Texas Gulf 
Producing. Even as a rail 


Union Pacific qualifies as a 
blue chip, with above-average 
growth possibilities since the 
area it serves has been grow- 
ing steadily and industrial ac- 
tivities in its field have con- 
tinued to expand importantly. 


Southern Pacific is 


another 
quality rail, in fact the na- 
tion’s third largest system 
with important interests in 


oil lands. real estate, pipe- 
lines, etc. Southern Pacific, it 
is conceded, will probably not 
match last year’s 35 earnings 
but results are being pro- 
jected to around $5.75. At this 
level the $3 dividend, provid- 
ing a 6'2‘. yield at recent 
market levels, is well shel- 
tered and a long way from be- 
ing in any jeopardy. 


Rail Equipments Neglected 
Some of the so-called “rail- 
equipment” issues have been 
similarly laggard in tune with 
the carriers themselves. But 
New York Air Brake cur- 
rently derives only about 
30% of its sales from the rail- 
road industry. Diversification 
in recent years nas added 
road building machinery 
equipment and parts along 
with pumps that nave been 
winning importan: uses in 
aircraft and missile «work. 


The stock of Air 5rake has 
been unusually neg ected, in 
fact has yet to Wander over a 
full five-point range for the 
year. There was a b:* of pres- 
sure on it Jate last year when 
earnings were shaved by the 
expenses of starting up a new 
plant plus cancellation of an 
aircraft contract. 


The company has snapped 
back well this year. Some 
projections for full year re- 
sults indicate as much as 
$3.50, or close to it, against 
$2.56 last year. In any event, 
the $1.60 dividend with its 
614°. yield doesn't appear to 
be in any special danger. 


Poor & Co. is a dit more 
dependent on rails, approxi- 
mately half of its sales from 


rail supplies. But its road 
building machinery is up to 
30‘. of the total and could 


climb to the 50‘, level when 
the road-building program 
gets underway. 


Nevertheless the company 
has been lifting set profit 
neatly and could earn $4.50 
for the year, hali again as 
much as it earned -ast year. 
That would double the $2 
dividend on which 612% 
yield is available. In fact, 
there is some hope that Poor 
& Co. would increase the 
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dividend if the earnings come 
up to expectations. As re- 
cently as the end of World 
War II this “rail equipment” 
entity depended on rail busi- 
ness for some 90‘. of total 
revenue so it, too, has come a 
long way down the diversifi- 
cation trail. 


A Neglected Utility 


A neglected issue more or 
less guaranteed to make a far 
better showing this year than 
last is American Water 
Works. On its operations 
alone it should equal or better 
last year’s $1 per share net 
and, in addition, is preparing 
to sell a water property which 
should add another $1.60 
after taxes and expenses. In 
fact, the company already has 
raised its dividend with the 
July declaration putting the 
issue on a 15-cent quarterly 
basis for a 60-cent rate 
against last vear’s 50-cent 
rate. It is the largest private- 
ly-owned group of water com- 
panies in operation. 


Dividend-Increase Candidate 

A dividend-increase candi- 
date, which has had a placid 
market life. is Borden with 
its unusually long string of 
uninterrupted dividends. 
Earnings have been on the up- 
grade, rising from $4.61 in 
1955 to $5.01 last year and 
with $5.35 estimated for this 
year. It leaves ample room for 
an increase of the $2.80 rate 
and even a moderate lift to 
the $3 level] would boost ii 
back into the 5‘ yield 
column. 


There has been little fol- 
lowing for the utility issues 
generally lately, an out- 
growth of the tight money 
market. But Columbia Gas 
which had held ever since 
1955 in a range of less than 
three full points has had little 
in the way of speculative 
excesses to correct. In addi- 
tion, its yield of nearly 6‘: at 
recent levels is above-average 
in the utility section. The 
company has been whittling 
away at many difficulties, in- 
cluding the problem of ob- 
taining sufficient gas suvplies 
to keen up its expanded serv- 
ice. The company has been 
soreading out into the petro- 
chemical field. in partnership 
with Commercial Solvents, 
and has an unusually high 
load of industrial customers 
where expanding use should 
make its weight felt in time. 
In fact, some 18‘. of revenues 
are from industrial accounts. 

[The views expressed in this 
article do not necessarily at any 
time coincide with those of tre 
“Chronicle.” They are presented 
as those of the author only.| 


Joins Walston 


Staff 
(Spe i to Tre f 11 CHRONIC! 


LOS ANGELES. Calit.—Fred S. 
Funakoshi has joined the staff oi 
Walston & Co., Inc... 550 South 
formerly 


Spring Street. He wa 
with Morgan & Co. 
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Stuart Scott, Jr. 
Heads Fund Drive 


Stuart Scott, Jr., of Carlisle & 
Jacquelin, new Travelers Aid Ex- 
ecutive Committee Chairman, will 
head the Stock Exchange Mem- 
bers Division of Travelers Aid 
Society of New York’s§ 52nd 
Annual Fund Drive, to be con- 
ducted in the Fall, it was an- 
nounced today by John R. Mc- 
Ginley, General Chairman of the 
Drive. 


Sixty thousand, nine hundred 
and one travelers were helped by 
the Society’s multi-lingual staff in 
the terminals and on the piers 
in 1956; among them, 283 runaway 
children, 1,830 children traveling 
alone, 7,331 aged or handicapped 
people, 791 people who became 
suddenly ill while in New York, 





5,894 refugees and new Ameri- 
cans who came on 441 ships from 
67 countries of the world. 

Immediate, on-the-spot assist- 
ance to people in trouble away 
from home, plus travel planning 
and protective care for those with 
special needs, are services given 
by this unique non-sectarian vol- 
untary agency. 

Travelers Aid, which is sup- 
ported entirely by individual con- 
tributions, is now in urgent need 
of funds. Mr. McGinley reports 
that 300 key executives in the 
New York area are participating 
in the $395,000 drive to maintain 
the Society's services during the 
coming year. 


J. Logan Adds 
PASADENA, Calif.—Charles E. 
Conway is now with J. Logan & 

Co., 721 East Union Street. 


Joins Richard Harrison 
(Spevial to Tur FInanciac CHRONICLE) 
SACRAMENTO, Calif.—Thomas 
L. Lockhart is now with Richard 


A. Harrison, Ine., 2200 Sixteenth 
Street. 


With Walston & Co. 

(Special to Tar Financia, Curonicir) 
SAN FRANCISCO, Calit.—Leon 
R. Coleman is now with Walston 
& Co., Inc., 265 Montgomery St., 
members of the New York an 

Pacific Coast Stock Exchanges. 


York Adds to Staff 
(Special to Tae FinaNcraL CHRONICLE) 
SAN FRANCISCO, Calif. 
Baron Herwitz is now with York 
& Co., 235 Montgomery Street, 
members of the Pacific Coast 
Stock Exchange. 
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With James Love Co. 


(Special to Tue Financiat CHRONICLE) 


SAN MATEO, Calif.—Stanley W. 
Ross has joined the staff of James 


Love Company, 460 South Ells- 
worth Avenue. 


Joins Englander Secs. 
(Special to THe FInancian CHRONICLE) 
MIAMI, Fla.—Gerald J. Robbins 
is now with Englander Securities 
Corp., Miami National Bank 
Building. 


Now With Atwill Co. 


(Special to Tae Frvancran CHRONICLE) 
MIAMI BEACH, Fla—Thomas 
E. Kehoe is now with Atwill and 
Company, Inc., 605 Lincoln Road. 
Mr. Kehoe was formerly with 
McInnes & Co., Inc. 








This New Symbol 


General Mills’ 29th year of expan- 
sion was marked by adoption of 
our new corporate symbol— 
appropriately suggested by a tele- 
vision screen. 


During the year just past, it 
was reproduced millions of times 
to reach the eyes of consumers in 
more than 60 countries. You could 
find it on flour packages, for in- 
stance, from Des Moines to Genoa, 
from Spitzbergen to Hong Kong. 


Many of the packages bearing 
this symbol contained products 
that also were new to the world. 
Betty Crocker Li'l Angel Food 
Cake Mix, Betty Crocker Maca- 
roon and Chocolate Macaroon 
Mixes, Betty Crocker Cream Puff 
Mix were just a few. Even that 
stoutly entrenched favorite of 30 
vears— Wheaties—appeared in a 
new, modern, more delicious form. 


Our new corporate symbol! went 
up over the entrances of three new 


of Growth Circled 


companies— located, significantly, 
in three different countries. In 
October, 1956, General Mills pur- 
chased Ready-To-Bake Foods 
Inc., as a wholly-owned subsidiary 
headquartered in Los Angeles. 
Protex, S. A., of Mexico City was 
bough! in January of this year. 
Formation of Habib-General 
Limited of Karachi, Pakistan, was 
announced in May. 1956; General 
Mills will own CO’, of its stock. 

These are only oxamples of the 
year’s progres... ~ or the complete 
story, you are inv-led to write for 
General Mills “.:nual Report. 
Address the Department of Public 
Relations, General Mills, Inc., 
Minneapolis 1, Minn. 

An annual report, of course, is 
only a record of the immediate 
past. Finding new ways to make 
materials serve mankind is the 
sey to the future. Led by research, 
General Mills moves coniidently 


toward new horizons. 


the Globe in 56-57 


Fiscal Years Ended May 31 














19587 1956 

Total Sales $527,701,677 | $516,052,804 
Earnings 12,235,111 14,056,658 
Dividends 

Declared 7,948,259 6,225,971 
Earnings 

Reinvested 4,286,852 7,830,687 
Net earnings— 

per dollar of sales 2.26 2.7¢ 
—per share 

of common stock $4.33 $5.68 
Taxes per share 

of common stock 8.16 9.00 
Land, buildings, 

and equipmeiit 85,531,908 72,602,043 
Working capita! 71,255,023 73,998,053 
Stockholders’ equity 136,100,981 | 131,456,292 
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- 
The Municipal Bond Women’s Club of New York 
held their annual outing June 28th at the Morris County 
Golf Club in Convention Station, New Jersey. 
Members of the outing committee were Jane N. 
Brownell. Chas. E. Weigold & Co., Inc., Chairman; 
Dorothy Root, F. S. Smithers & Co.; Constance Hay, 
Shields & Company; Margaret Burns, Fabricand & Co.; 
and Anna Prentice Bankers Trust Company. 
& 


Ud 





Front Row, Justina Taylor, The Chase Manhattan Bank; Doris Niederauer, Bankers Trust Company; 
Eleaner Kube, Spencer Trask & Co. and Jacqueline Menard, Lee Higginson Corporation 
Back Row, Betty Pollock, Harris Trust & Savings Bank; Maureen Gough, /. J. Kenny Co.; Resemary 
Duggan, Merrill Lynch, Pierce, Fenner & Beane; Angela Policriti, The First National City Bank of 
New York; and Jeanne Skippon, Adams, McEntee & Cc., inc. 


4 


ee 


Front Row, Elizabeth Rowland, McDonnell & Co.; Mary Ciarlo, The Bond Buyer; Elsie Schuyler, 
Chemical Corn Exchange Bank; and Sara Powers, R. D. White & Company 
Back Row, Marilyn Ellsworth, Kuhn, Loeb & Co.; Betty Dickinson, C. F. Childs & Company; and 
Gladys Degner, King, Quirk & Co., inc. 








Constance Hay, Shields & Company; 
& Co.; Jane N. Brownell, Chas. E. Weigold & Co., Inc.; Emma Brehm, R. W. Pressprich & Co.; 
and Anna Gross Prentice, Bankers Trust Compan) 


Margaret Burns, Fabricand & Co.; Dorothy Root, F. S. Smithers 


- 
‘ 
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Municipal Bond Women’s Club 


Annual Outing June 28th at Morris County Golf Club 





Front Rew, Jeannette Boondas, Gregory & Sens; Marie Downs Noceti, Paine, Webber, Jackson & 
Curtis; Leuise Pike; Josephine Rodd, Geldman, Sachs & Co. and Louise Builwinkei, Tripp & Co., Inc. 
Back Row, Helen Potts, Dean Witter & Co.; Marion Junker, Chemical Corn Exchange Bank; Estelle 
Hanvey, Wood, Struthers & Cc.; Gloria Berardini, Rand & Co.; Virginia Ramsdell, The Guaranty Trust 
Company of New York; Vera Smith, G. H. Walker & Co.; ard Kathleen A. Daly, Empire Trust Company 





Front Row, Virginia Dunn; Lillian Whelen, C. F. Childs & Company; Alice Deoley, Ira Haupt & Co.; 
and Madeline Sundstrom, Chemical Corn Exchange Bank 
Back Row, Pierina Manfredi, Coffin & Burr, Inc.; Ruth Miller, Lee W. Carroll & Co.; Norma Detlef, 
Lehman Brothers; Helen Kane, Model, Roland & Stone; Adrienne Neivert, Sutro Bros. & Co.; 
and Ann Schrieber, Mitcheil, Pershing, Shetterly & Mitchell 





(a & 


Front Rew, Ruth Jenes, Bear, Stearns & Co.; Mae Walsh Rockafellow, Flavler System; Mary Dillon, 
White, Weld & Co. and Betty Hanser, Hemphill, Noyes & Co. 
Back Row, Vernette Bonn, Carl M. Loeb, Rhoades & Co.; Grace Zvonik, Laidlaw & Co. and 
Madeline Kessler, Bache & Co. 








4 





. 





Jean Davies, Wainwright & Ramsey, Inc.; Ola Smith, The Marine Trust Company of Western New 
York; Helen Kane, Model, Roland & Stone; and Norma Detlef, Lehman Brothers 
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Price Inflation Environment 
Affecting Insurance and Savings 


By ROGER W. BABSON 


Financia! expert assays the insalubrious relationship of sav- 
ings and life imsurance to inflation. Recommends making ad- 


justments fer price imilation 
inflation - iadacing factors; 
Board’s policies 


4 


Statistic Cc be used to prov 
hat ; lv to prove or t iey 
Can be used to snow VN tney a 
prove. Money is used u ( ids 
ina iil 11uC- 

2 y must 
always e 


considered in 
all 


2 O28. 


calcula- 
The 
problem isto 
finda stable 


unit of value. 
On the basis of 
a dollar worth 


100 cents In 
1939, it is now 
worth 59 cents 
and is going 
lower. 





Tne money 
1 nit—whether 
it be a doller, pound, or france — 
has a tendency to become less and 
less valuable. Money is always a 
problem to every one, from the 
paper boy to the President of the 
United States. The Government 
has debts even you and I. As 
the dollar becomes of less value, 
so do our savings accounts and life 
insurance. 

rhe National Debt 

Wars are the Government’s most 
expensive cost item. They de- 
stroy wealth, take the best youth 
of the nations, settle nothing, and 
are supported by borrowed money. 
This debt must be paid by the 
youth of the country yet unborn 
These Government obligations are 
known as the National Debt. In 
1914, the National Debt was a lit- 
tle over $1 billion. Today it is 
around $275 billion and it cosis 
about $9 billion annually to pay 
the interest on the debt. We have 
fought wars to end all wars, but 
the next one may end everything 
else! 


Roger W. Babson 


us 


Printing-Press Money 


There are many people who 
think ‘that the National Debt aad 
the money problem could he 
solved by printing more money. 
When you stand in the balcony of 
the Bureau of Printing 2nd En- 
graving, avatch a worker hold up a 
blank sheet of paper, push it into 
a machine, pull a lever, hold tme 


sheet of paper up again trans- 
formed into $1.00U0 bitis, you can 


readily sec how they get that idea. 
The end of printing such moncy 
may be complete repudiation ail 
eatastrophe. 
Laber Unions 

In 1933, Labor Unions had a 
membership of around thiee mil- 
lion: today it numbers around 15 
million. Since we have a civiliun 
labor force of almost 70 million, 
this means that less than 30% of 
the workers are unionized. How- 
ever. the leaders of this 230% prac- 
tically.set the standards.for a 
large majority of the nations 
workers. Some of the union activ- 
ities are harmful both to the gen- 
eral welfare .of the nation and to 
their own members as well. Labor 
should get a fair wage but its pro- 
duction: should increase in line 
with its wages. Otherwise, these 
workers reduce the value of your 
savings and life insurance. 


The Vicious Spiral 

The Union demand is always for 
higher wages or shorter hours. 
Employers are willing to grant in- 
creases so long as production 1s 
being increased, but otherwise 
cuch raises are just like printing- 
press money and are followed by a 
in the prices of consume! 
Increased prices S001) 


rise 


ure 


ZoOuUGS. 


ena 


an ££ a CS iene 7 
ieeGing i Wwf data; ouilines 


{ Federal 


sugzests seserve 

' 
be encouraged. 

ei vy another demend { a in- 
r se i} ale and ic phi | 
oes round d round. The vic 

rcle continue hi ased \ C3 
increased ck of production, 1 
cre ed prices, then increased 
Wake This will 20 Cn Ul til tne 
ct umer ceases to buy and w 
have unemployment and deprces- 

id, 

Creeping Infiation 
This gradual increase in prices 


iessens by so much the value of 
the dollar and of your savings de- 
posits and life insurance. This sit- 
vation is going on at tne present 
tsme, and unless it is controlled it 


will cause trouble in time. The 
hMederal Reserve Board is trying 
to stem creeping inflation with 


tighter money. We should all en- 
courage the Board in its effort to 
protect the dollar, our savings, and 
our life insurance. Inflation does 
not increase the volume of busi- 
ness; it just increases the number 
of dellars necessary to carry 
business. 


on 


Conclusion 

The Administration likes 10 
speak of the Gross National Prod- 
uct, which is measured in dollars, 
because it probably makes every- 
body feel better; but remember 
that it is measured by a 50-cent 
dollar rather than by amounts of 
food, clothing, and shelter. 


Allen & Go. Places 
Ogden Debentures 


Ogden Corp., it was announced 
on July 26, has arranged to place 
privately, through Allen & Co., 
New York,.an issue of $5,000,000 
5% convertible subordinated sink- 
ing fund debentures due May 15, 
1972. 

The debentures are convertible 
into common stock of Ogden Corp. 
at the rate of $20 per share. 


L. P. McGean Joins 
L. B. Schwinn & Co. 


(Special to Tar PinanciaL CHRONICLE) 

CLEVELAND, Ono — Lee P. 
McGean has become associated 
with L. B. Schwinn & Co., Union 
Commerce Building, members of 
the Midwest Stock Exchange. Mr. 
McGean was formerly manager 
of the municipal department of 
Saunders, Stiver & Co. 


With Field & Teeters 


(Special to Tue FrxanciaL CHRONICLE) 
ST. PETERSBURG, rFla.—Wil- 
liam C. Lewis is now with Field 
& Teeters Investment. Company. 
16725 Gulf Boulevard. 


Form W. A. Steadman Co. 

EAST ORANGE, N. J.—William 
Allen Steadman & Co. has been 
formed with offices at 604 Central 
Avenue to engage in a securities 
business. Officers are William 
Allén Steadman, President; Harold 
A. Kazmann, Vice-President, and 
Jessie M. Steadman, Secretary and 
Treasurer. 


Now With Adams-Fastnow 


FINANCIAL 

LOS ANGELES, Calif.—Joseph 
Sattler has become affiliated with 
Adaims-Fastnow Company, 215 
West Seventh Street, members of 
the Pacific Coast Stock Exchange. 
Mr. Sattler was previously with 
Akin-Lambert Co., Inc., and 
Pledger & Company, Inc. 


Special to L#@: CHRONICLE) 
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J. W. Clarke & Co. 
Silver Anniversary 


Increasing Federal an4_ state 
regulations, narrower profit mar- 
gins, the heavy volume of post- 


war financing and the more 
complex Nna- 
ture of th-« z 
investment P eee 
banking field Be as 
have com- : 
bined to make 

he traditional 

one man 

hon” almost & 

thing of the 

but in 

Chicago one 
firma has suc- 
cesstully re- 


sisted this na- 
tion-wide 
trena Tee 

irm John 
W. Clarke & Uo. which, on Aug. 1, 
will celebrate its 25th anniversary 

Exactly 25 years ago when the 
country was at the bottom of the 
depression, John W. Clarke started 
his firm, specializing in common 
siocks and revenve’ municipal 
bonds. Today, with the same per- 
sonnel, the same Loop bank 
cashier, almost the same furni- 
ture, John W. Clarke Co. has 
become known from coas? to coast 
as the “biggest little bond house 
in the business.” 

Offices in the Field Building 
were rented because they were 
“non-expandible’—and that’s the 
way they are today. But the busi- 
ness has expanded, and the firm 
has been an important factor in 
local financings. It has been co- 
manager of the $101,000,000 Calu- 
met Skyway rapidly being com- 
pleted on the South Side of Chi- 
‘ago, aS Well as co-manager of the 
$41,000,000 Chicago parking rev- 
enue bond program. It had a 
prominent role in refunding the 
Cook County bonds in 1936 as 
well as the bond financing for the 
Galveston wharves. 

With the exception of our years 
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is 


as 
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out for Army service with the 
mnilitary government units ii 
Africa and Italy, John Clarke 


has been a well-known figure in 
lecal finance. 

He started his career on La 
Salle Street in 1920, when he 
joined Brokaw & Co. as a sales- 
man. In the great expansion of 
the 1920’s, Mr. Clarke quickly 
rose through the ranks to be sales 
manager, and then Executive 
Vice-President of Brokaw & Co. 
When that comvany was liqui- 
dated in 1932. Mr. Clarke started 
his own business. 


With Baron, Black Co. 


(Special to Tur Frnancrat CHRONICLE) 
BEVERLY HILLS, Calif— 
Bernard Novatt has been adced 
to tre staff of Baron, Black, Koib 
& Lawrence, Inc., 253 North Canon 
Drive. 


Weston Adds to Staff 


(Special to THe FINANCIAL CHRONICLE) 
BEVERLY. HILLS, caiJf.— 
Morton Herme has been added to 
the staff of Daniel D. Weston & 
Co., Inc., 9235 Wilshire Boulevard, 
members of the Pacific Coast 
Stock Exchange. 


With Grover Fillbach 


(Snecial to Tue FINANCIAL CHRONICLE) 


BURBANK, Caiif. —° Robert C. 
Monroe has become associated 
with Grover C. Fillbach, 548 
North San Fernando Boulevard. 
Mr. Monroe was previously with 
Hill Richards & Co. 


2 With Demnsey-Teveler 


(SpeciaLto Tur Financia, Curo 
LOS ANGELES, Calif.—John H. 
Grobaty, Jr. and John E. Lucas 
have become associated with 
Dempsey-Tegeler & Co., 210 West 
Seventh Street. Mr. Grobaty was 


VICLE) 





previously with Barbour, Smith & 
with 


Co.: Mr. Lucas was First 


California Company. 









(491) 


19 


Anxiety Over Inflation 
And Other Matters 


By HON. HERBERT HOOVER*« 
Former President of the United States 


Former Chief Executive charges Congress has lost control 
of the purse—our “first protection of fundamental liberty,” 
and that government spending is one of the major ferces in 


today’s inflation and must be 


b . . . : , . . 
deterioration of the dollar s purchasing power. See 
for admittedly prosaic and, therefore, 


task force 
the Senate 
possessing 


and are now “hung 


aid of the 

NT. ‘ ‘ 
Viany have expressed great 
anxiety over the inflation move- 
ment now soing on. They are 


warranted in that anxiety for the 
purchasing 
value of the 
caollar has lost 
probably four 
or five cents 
Curing these 
recent months 
~and it still 
is going down. 

I do not 
need to state 
that one of 
the major 
forces in this 
particular in- 
{lation is gov- 
ernment 
‘ending. The 
Federal budget of $71 billion is 
only a part of this spending. You 
must add about $14 billion ex- 
penditure through trust funds. 
Then you need add some $30 bil- 
lion state and local spending. By 
all of which you reach over $110 
billion. And there is still another 
item of expenditures which I will 
explain in a moment. 





Herbert Hoover 


The only effective way to stop 
this particular inflation move- 
ment is to reduce this spending. 
I agree with Senator Byrd that 
anywhere from $6 to $10 billion 
could be cut from the Federal ex- 
penditures without damage to any 
essential function of the Govern- 
ment. 


Lost Control of the Purse 
There is one cannon-ball item 
on the deck of these expenditures 
where newspaper editors could 
take an immediate hand. The Com- 


mission on Organization of the 
Government called attention to 


the fact that over recent years the 
Federal Government has devel- 
oped the practice of making for- 
ward appropriations extending 
over years for various purposes. 
These are not the annual budge? 
appropriations such as those now 
hefore the Cengress. The total 
of these advance appropriations is 
estimated to be about $70 
hillion—mostly in the defense and 
foreign aid agencies. These monies 
can spent during any fiscal 
vear in addition to the annual av- 
propriations in the budget. You 
should read the testimony of the 
Controller General before a Sen- 
ate Committee as to what actually 
happens in the use of these ap- 
prevriations. But the worst of it 
is that the Conyress by this de- 
vice has lost control of the purse. 
And since Runnymede that has 
been the first protection of funda- 
mental liberty. 


Dow 


he 


There are Budget and Account- 
ing bills in the Congress to rem- 
edy this evil. They have no tear- 
jerking attachment and they move 
very slowly. And these bills do 
more than restore the control of 
the purse. They provide the Fed- 
eral Government with simplifica- 
tion and improvements in both 


budgeting and accounting. Our 
Task Force of the most eminent 
accountants in the country esti- 


‘From a talk by Mr. Hoover before the 
American Societv of Newspaper Editers, 
San Francisco, July 11, 1957. 


any pessimism and trusts mankind can control 
new and gigantic forces unleashed by the scientist with 


reduced in crder to arrest 


ks support 
slow-moving Hoover 


recommended bills which unanimously passed in 


up’ in the House. Disavows 
the 
the 


engineer. 


mated these changes would save 
$3 billion a year. 


“Hung-Up” in the House 

These bills have been recom- 
mended bv the Commission, by 
Président Eisenhower, bv the See- 
retary of the Trcasury. the Direc- 
tor of the Budget, and the Con- 
trcNer General. Under Senator 
Kennedy’s leadership, they passed 
the Senate unanimously. They 
have passed the House Committee 
concerned, and they are now hung 


up. Here is where the nation’s 
press ‘comes in. You can wring 
this concession to the common 


man from King John of the Pen- 
tep?on and King John of the For- 
eien Aid, 

I will not go into the 385 other 
ways the Commission recommends 
by which our Federal Govern- 
ment can cut expenditures. News 
columns and editorials have al- 
ready given yeomen service. 

In recent years I have often 
remarked that ours has become 
the worst mechanism of govern- 
ment in the world—except all 
the cthers on earth. 

But there is something funda- 
mentally far more dangerous go- 
ing on among free men than even 
wasteful expenditures. Man’s 
curiosity to explore the unknown 
and his impulses under freedom 
to do it have led him further and 
further into discovery of the 
fundamental laws of Nature. To- 
day the scientist, with the aid of 
the engineers have introduced 
new and gigantic forces into our 
civilization. But as yet the ethical 


standards of mankind and its 
governmental action have been 
unable to contrel these forces. 


Think it over. 


Not a Pessimist 

Don’t think I am a pessimist. 
This Republic has gone through 
great trials in the past. It has 
even rectified legislative mistakes. 
It has even changed Supreme 
Court views. By its religious faith 
and its love of liberty, it has al- 
ways made a comeback to in- 
creased greatness. 


Bank of Montreal 
Appoints Kjeldsen 


CHICAGO, I1l.—Niels Kjeldsen, 
Assistant Superintendent of the 
Bank of Montreal’s Manitoba and 
Saskatchewan district for the past 
six ‘years, has been apvointed 
senior special representative of 
the bank in Chicago, according to 
an announcement made over the 
week-end. __ 

He succeeds William E. Burgess, 
who goes to the Assistant Gen- 
eral Manager’s Department, in 
Vancouver, B. C. Mr. Kjeldsen, 
a native of Denmark, joined the 





Bank of Montreal at Winnipeg, 
in 1928, and later served in a 
variety of posts in eastern and 
western Canada. 


Joins Hodedon Company 


BOSTON, Mass. — Philip N. 
Page has become affiliated with 
Hodgdon & Co., 10 State Street. 
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is a mutual investment fund of di versified 
common stocks selected for inve ent 
quality and income pos bilities s. Mail 
this ad for free booklet t-pra ospectus to 


CALVIN BULLOCK, LTD. 


Established 1894 
ONE WALL STREET, NEW YORK 5 5 


Name 





Address 











Established 1925 
A mutual fund invested 
in a list of securities 
7 A selected for possible 
“A GROWTH of CAPITAL and 
“4 INCOME in the years ahead. 








IN — - 
“ier ’\ Incorporated 
Income Fund 


INCOME? 








each 
fund is available from 


your investment dealer, 


A prospectus on 


THe PARKER CORPORATION 
200 Berkeley Street 
Mass, 


Boston, 
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ENERGY FUND 


INCORPORATED 


- for those who desire to 
participate in the growth of 
world demand for power and 


energy. 


Fund 


sold at net asset value... 


Energy shares are 
no sales charge of any kind. 
For a prospectus giving full 


information, write to: 





RALPH E. SAMUEL & CO. 
(DISTRIBUTOR) 


Members N. Y. Stock Exchange 
115 Broadway, N. Y. 6, N. Y. 
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Continued from first page 


The Commercial and Financial Chronicle .. 


Funds’ Portfolio Policies 
More Aggressive 


curities was a reversal of the 
trend of the March quarter. 


Individual Management Policies 


As our Table further shows, 
there was great divergence be- 
tween defensive - aggressive poli- 
cies followed by the manage- 
ments. Among those evidencing 
defensiveness are Carriers & Gen- 
eral, with an increase in its hold- 
ings of net cash and governments 
from 6.6% to 15% of net assets, a 
boost in defensive securities from 
2.7% to 7.2%, and a resulting de- 
cline of risk securities from 90.7% 
to 77.8%. Others in the defensive 
group are Loomis-Sayles, General 
American, Knickerbocker Fund, 
the Dreyfus Fund, U. S. & For- 
eign, the Massachusetts Investors 
Growth Stock Fund, and the In- 
vestment Company of America. 


Bond Competition 


The advantage in using the 
presently high-yielding bonds as 
a haven of refuge is typified by 
the following contained in the 
editorial statement of the last- 
named management: “Your man- 
agement is very optimistic about 
the long-term future of common 
stock prices based on the indus- 
trial progress of our country and 
the persistence of inflationary in- 
fluences. However, in view of 
the many cross-currents and un- 
certainties in the present situa- 
tion and the fact that protection 
against short-term market risks 
can be secured through the pur- 
chase of United States Govern- 
ment bills at more attractive rates 
than for a great many years past, 
we have reduced the common 
stock position and increased the 
holdings of VU. S. Government 
bills. At June 30, 1957, cash and 
U. S. Government obligations con- 
stituted 16.8% of total assets as 
compared with 10.5% at Dec. 31, 
1956 and 4.3% at March 31, 1957.” 


Aggressive Managements 


Among the managements step- 
ping up their aggressive policies 
during the quarter were Fidelity 


Fund, which decreased its net 
cash and governments by $9 mil- 
lion, or from 9.4% to 5.3% of net 
assets. Further, the National Se- 
curities Income and Stock Series, 
Axe-Houghton Stock Fund, Axe 


Science and Electronics Fund, the 
Group Securities Common Stock 
Fund, and the Value Line Income 
Fund are conspicuous by their 
shift toward greater aggressive- 
ness, 

On the other hand, the Value 
Line Fund which continually 


warns of the market’s over-pric- 
ing, still has the highest relative 
position in net cash and govern- 
ments of any fund here under 
review. 

Of the 72 companies in our an- 
alysis which report their common 
stock transactions, 41 were net 
buyers and 21 were net sellers, 
with 10 an approximate stand-offs. 

It appears that the analysis of 
the economic and business ele- 
ments by Tri-Continental led it to 
adopt hedging-to-bullish policies. 
In a full-dress pamphlet report on 
“The Business Situation” prepared 
for Tri-Continental Corporation, 
Broad Street Investing Corpora- 
tion, National Investors Corpora- 
tion, and Whitehall Fund, Inc., by 
Union Service Corporation, which 
provides their investment re- 
search and administration, con- 
flicting factors as the slow decline 
in the Federal Reserve index of 
industrial production since Feb- 
ruary, money stringency, the high 
level of capital expenditures, ris- 
ing costs, increasing competition, 
and the development of some 
weak spots, are all cited. 

Understandably then, Francis F. 
Randolph, Chairman, reported to 
the shareholders of Tri-Continen- 
tal that new funds received from 
the issue of common stock on ex- 
ercise of warrants were used, for 
the first time in some while, to 
add to equity holdings. But he re- 
ported further that there were 
purchases of senior’ securities 
(limited to new issue bonds of- 
fering relatively favorable rates 
of return); and that by and large, 
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the relative increase in common 
stock holdings resulted primarily 
from gain in market value. 


On the other hand, as Mr. Ran- 
dolph reported as chairman of the 
sister trust National Investors, for 
all practical purposes that fund’s 
portfolio continued to be fully in- 
vested in common stocks. 


The necessity for maintaining 
an important position in equities 
even though the near-term pic- 
ture seems discouraging, is typi- 
cally urged by the management 
of Stein Roe & Farnham Fund. 
Coupled with emphasis on the 
continuing inflationary pressures 
is the citation by President Harry 
H. Hagey, Jr., of the “alarming 
aspects” of the continuing wage- 
price spiral despite the leveling 
off of activity, and the generally 
mixed individual industry  be- 
havior. 

Among those expressing in- 
creased interest in high-yielding 
high-grade corporate bonds and 
convertible issues are the Trustees 
of Shareholders’ Trust of Boston, 
who point to the attractive oppor- 
tunities that have been made 
available through the further in- 
crease in interest rates. 

Also bond consciously from the 
Johnston Mutual Fund: 


“It seems advisable to main- 
tain our present relatively con- 
servative policy until the extent 
of the present business readjust- 
ment can be gauged more clearly. 
Meanwhile our reserves provide 
the highest return in over 20 
years. A good portion is held in 
short term bonds as a buying re- 
serve, and a number of convert- 
ible issues with interesting poten- 
tials have been added.” 

Diversiifed Investment Fund, 
Inc., managed by Hugh W. Long 
and Company, while maintaining 
a 70% ratio in common stocks, 
purchased more than $3,700,000 of 
bonds “to take advantage of the 
attractive yields available on 
high-grade bonds.” At the same 
time, as the Fund was thus rais- 
ing its bond holdings to 17.6% 
from 13.3% six months previously, 
it reduced its preferred stock 
holdings from 15% to 12%. 


Hedging Advantages 


A hedged attitude likewise is 
evidenced on the part of Wall 
Street Investing Corporation. In 
his President’s Letter, Mr. John G. 
Pell stresses the inflationary bull- 
ish factor as follows: “‘The basic 
inflationary bias of our economy 
continues to be evidenced. In June 
the price indexes rose to a new 
high for the tenth consecutive 
month and now rest at their high- 
est level in our economic history.” 
But, “contrapuntally,” he im- 
mediately appends the Fund’s 
Economic Consultant’s bearish re- 
port on “the important factor 
of the money market,” carrying 
this definitive conclusion: “In a 
longer perspective, with a basic 
growth trend in the economy re- 
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maining strong, the underlying 
trend in interest rates should be 
stable to rising, with a significant 
easing in the money market like- 
ly only in the event of a reces- 
sion.” 

The advantages of 2 hedging 
policy are likewise pointed out by 
the New England Fund's trustees, 


Henry E. Kingman, Chairman, 
Francis G. Goodale, anc Albert T. 
Armitage: 

“The Fund’s relative stability of 
capital values over this period of 
generally declining bord prices 


and up-and-down stock prices is 
attributable chiefly to the Fund’s 
substantial holdings—21”% of total 
net assets — of short-term notes 
and government and corporate 
bonds which will mature and be 
repaid in the near future. These 
issues are paying income today at 
unusually good rates by compari- 
son with the rates prevailing over 


the last two decades. Many are 
paying a higher incorme return 
than some ‘blue chip’ common 
stocks. 


Other Advantages of Liquidity 


“The Trustees’ goal is to main- 
tain, insofar as possible, the buy- 
ing power of your capital and in- 
come under varying conditions. 
The liquidity of our bond invest- 
ments gives the mobility needed 
to shift emphasis in either direc- 
tion as events unfold. 

“The Trustees are cognizant of 
the existing potential for further 
inflation. We are equally cogni- 
zant of the opposing forces which 


have already caused readjust- 
ments in several leading indus- 
tries and which, if they continue 
unabated, might affect adversely 
the general level ot business. 


Thus, the Fund’s current 40%- 
60% defensive-aggressive position 


acts, in effect, as a hedge against 
either possibility.” 

The ‘balanced philosonvhy” is 
set forth as follows by Emerson 
W. Axe, President of Axe-Hough- 
ton Stock Fund: 

“It is obvious however that 
from an investment standpoint the 
present situation calls tor particu- 
Jor care in the selection of secu- 


rities. 

The management of yvour Fund 
has consequently maintained the 
balanced position of the Fund 
with slightly less than two-thirds 
its normal maximum investment 
in common stocks and the re- 
mainder of the Fund in preferred 
stocks and cash or cash equiv- 
alents. The Fund’s common stock 
investment is concentrated large- 
ly in industries that may be ex- 
pected to resist any further busi- 
ness decline, or where the prob- 
ability of longer-term develop- 
ment outweighs shorter-run un- 
certainties or where government 
orders may be expected to main- 
tain activity. The Fund's invest- 
ment in preferred stocks should 
be favorably affected by the eas- 








$$$ —__—_—<—_— 








& ' 


Keystone 
Custodian Funds 


Covering all classes of 
securities, each Fund with a 
specific investment purpose 


For RESERVES, INCOME 
or possible GROWTH , 


Keystone F und 
of Canada, Lid. 


A fully managed 
Mutual Investment Company 

seeking long-term < 
CAPITAL GROWTH in the 
expanding Canadian Economy 





Prospectus from your local investment dealer or 


The Keystone Company of Boston 


50 Congress Street 


Boston 9 9 Mass. 
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ing of money rates which should relatively small 
occur later on.” operating from Boston. 

An unusually forthright expres- cases the return on high grade 
sion on the bearish side comes bonds surpasses the yield on good 
from General Investors Trust, the quality stocks — a factor usually 
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flexible 


fund regarded as a significant economic business has slowed somewhat nerable (with the offsetting pal- 
“In many signal. In the general economic and many businesses reflect a 


picture differing trends are in squeezing of profit margins... sinadial” dtiiatiene- enna 
: > ‘ re c : 
There are other im- many securities from a_price- . P a y 


The volume of earnings standpoint appear vul- Continued on page 22 


Balance Between Cash and Investments of 74 Investment Companies 


evidence. 


portant signals. 


End of Quarterly Periods March and June 1957 
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liative, ‘at the same time there 


Security Transactions During 
April-June 1957 














: Investment Bonds and Com. Stks. and Lower ——__——_——(In Thousands of Dellars }——__——- 

Net Cash & Governments+ Net Cash & Governments? Preferred Stocks Grade Bends & Pfds. Portfolio Securities Ot this: Pertfolie 

I a “4 Dollars Per ptr! ope Assets Per Cent of Net Assets Per Cent of Net Assets Other than Governments Common Stocks 
Open-End Balanced Funds: Mar. . June Mar opi June Mar. on June Mar. 1 ee June ticchaceat dome escent? gener 
American Business Shares----------- 3,692 3,629 13.2 13.6 35.6 34.8 51.2 51.6 225 878 None 447 
Axe-Honghton Fund A-__--. oesomme 4,093 3,796 9.0 8.4 38.7 36.7 52.3 54.9 1,747 1.576 1,747 1,160 
Axe-Houshton Fund B__-_---------- 3,772 3,629 5.4 4.9 25.1 22.6 69.5 72.5 6,176 2,621 3,711 2,060 
Axe-Houghton Stock Fund_____--~-- 663 409 9.5 5.9 28.7 25.9 61.8 68.2 678 487 658 487 
Axe Science & Electronics___....-- 36 104 0.3 1.0 28.1 21.3 71.6 77.7 110 818 110 249 
Boston Fund---~---~--------------- 2,000 3,756 1.4 2.5 133.2 131.0 $65.4 $66.5 10,276 8,621 4,067 6,699 
Broad Street Investing -_--_--------- 1,814 1,907 1.9 1.9 20.3 19.2 77.8 78.9 5,584 3.411 2,167 1,659 
Commonwealth Investment —_____---_- 9,403 8,148 7.9 6.6 18.5 19.0 73.6 14.4 6.263 3.869 2,794 2,888 
Diversified Investment Fund. __---- 1,672 778 2.5 1.2 26.6 25.5 70.9 73.3 3,245 1,321 2,140 829 
Dodge & Cox Fund_____--~---.----- 387 340 7.4 6.2 26.7 24.2 65.9 69.6 228 118 N.A. N.A. 
Eaton & Howard Balanced Fund_-_-_- 13,193 15,620 7.6 8.7 23.7 20.9 68.7 70.4 5,982 8,991 1,434 1,883 
Genera! Investors Trust__----------- 337 340 10.0 9.6 12.3 12.3 71.7 =: 78.1 117 50 91 None 

Group Securities— 

Fully Administered Fund____-~-_~- 495 495 6.1 6.1 22.9 21.6 71.0 72.3 258 158 258 158 
Institutional Foundation Fund _____~- 835 538 8.3 4.9 9.5 6.2 82.2 86.9 1,297 219 1,155 98 
Investors Mutual ---_- mee ednenceane 9,290 4,277 0.9 0.4 32.5° 31.8 66.6 67.8 55,648 32,117 22,510 13,175 
Johnston Mutual Fund__----.------- 499 178 8.5 2.9 27.1 30.6 64.4 66.5 443 320 59 66 
Raickerbocker Fund ..............- 1,353 2,404 10.1 17.9 20.4 22.5 69.5 59.6 179 1,311 179 1,311 
Loomis-Savles Mutual Fund_________ 8,626 11,243 15.5 19.4 26.9 25.7 57.6 54.9 5,175 6,360 2,256 4,710 
Massachusetts Life Fund____--_.---- 2,779 3,169 8.5 9.1 31.4 26.3 60.1 64.6 2,468 1,402 1,879 156 
Mutuat Investment Fund ___-_-_----- 1,259 1,393 9.5 9.4 11.4 11.7 79.1 78.9 2,568 1,504 2,022 1,388. 
National Securities—Income _______- 3,782 1,073 7.1 2.0 9.2 8.9 83.7 89.1 4,167 886 3,553 885 
Nation-Wide Securities --_.-....-~-- 1,672 1,676 6.3 6.3 32.5 33.1 61.2 60.6 2,295 2,286 1,130 1,761 
New England Fund..-.............. 1,390 1,383 9.9 9.9 30.5 29.3 59.6 60.8 840 924 724 705 
George: Putnam Fund-_--..-.....---- 5,942 5,054 4.3 3.5 25.1 23.1 70.6 73,4 10,075 5,959 4,419 3,042 
Scudder, Stevens & Clark Fund__-___- 1,838 1,490 2.6 2.1 37.9 31.3 59.5 66.6 3,176 3,011 1,022 241 
Shareholders’ Trust of Boston____._- 765 1,443 4.1 7.4 21.3 21.4 74.6 71.2 1,375 2,008 848 1,628 
Stein Roe & Farnham Fund______ ~~~ 1,507/ 1 ,ysU 4.0 lu.2 3v.3 Sed 55.1 56.7 723 249 474 112 
fo TOS | eer rae 3,796 3,280 37.8 34.8 20.3 18.7 41.9 46.5 342 902 135 701 
Value Ries Income Fund__-_..__-__- 4,792 1,295 6.5 1.8 1.1 0.6 92.4 97.6 8,830 4,035 8,561 3,878 
Ca ee ee 41,100 39,430 6.9 6.: 29.6 29.0 63.5 64.7 46,223 29,339 28 383 24,727 
ee eee 243 177 3.0 2. 43.5 44.0 53.5 53.9 820 726 38 317 

Open-End Stock Funds: 

Affiliated Fund —____- pellictiociceedmateasl 48,581 46,366 13.4 12.6 0.5 0.5 86.1 86.9 12,463 11,984 12,463 11,984 
Blue Ricge Mutual Fund___________- 2,629 1,591 9.8 5.7 0.6 0.5 89.6 93.8 2,849 1,718 2,823 1,718 
Sullock Tund __. me 3,698 5,109 11.5 14.8 None None 88.5 85.2 2,327 2,949 2,250 2,949 
Delaware Fund —- Snide 3,423 3,981 7.1 7.8 5.4 7.9 87.5 84.3 7,204 6,344 5,357 6,194 
de Vegh \lutual Fund ean 1,073 813 7.6 5.2 6.8 6.5 85.6 88.3 3,464 1,969 2,973 1,319 
Dividenc Shares —_~_ EE TSF 28,024 30,315 13.4 13.8 None 0.05 86.6 86.1 5,252 7,058 5,143 7,058 
Dreytus Fund ___- accion 221 2,424 2.0 18.6 None None 98.0 81.4 1,649 2,951 1,649 2,951 
Eaton & Howard Stoc k Fund. iii coat 9,529 10,640 iZa 123 None None 87.7 87.7 6,748 3,229 4,967 1,729 
Energy Fund _-_-- iesinaaaiies 53 65 1.6 1.5 None None 98.4 98.5 1,003 380 1,003 380 
Fidelity Fund ~~~ SS, CS 23,629 14,604 9.4 5.3 4.6 3.4 86.0 91.3 25,716 9,286 25,716 9,286 
Fundamental Investors eieceam ae 5,968 5,671 1.6 1.3 None None 93.4 98.7 14,786 7,265 14,786 7,265 
Generat Capital Corp. ' 128 7 0.9 0.05 None None 99.1 99.95 408 734 4038 734 
Group Securitics — Com. Stock Fund 2,337 650 9.6 2.5 None None 90.4 97.5 5,194 2,202 5,194 2,202 
Incorporeted Investors ccna 8,183 11,639 3.2 4.2 0.6 0.6 96.2 95.2 8,731 7,572 8,731 7,572 
Investment Co. of America_ ‘ 4,053 17,072 4.3 16.8 0.2 None 95.5 83.2 4,680 4,990 4,680 4,822 
Massachusetts Investors. Trust_____- 18,755 20,178 1.7 1.8 None None 98.3 98.2 37,824 26,189 18,890 7,052 
Massachusetts Investors Growth Stock 2,231 6,064 1.9 4.3 None None 98.1 95.7 a9,599 a3,864 9,599 3,864 
National Investors ........-.-_....- 827 505 1.3 0.7 None None 98.7 99.3 1,849 1,092 1,349 1,092 
Nationai Securities—Stock ~.._._._- 7,749 2,971 6.1 2.3 None None 93.9 97.7 8,673 3,332 8,673 5,332 
Pine Street: Fund... -.-.....-.~..- 651 567 4.9 4.1 7.2 5.4 87.9 90.5 682 539 506 136 
T. Rowe Price Growth Stock_______- 1,691 1,950 19.1 19.9 2.4 2.0 78.5 78.1 452 287 452 287 
Scudder, Stevens & Clark— s ; 

Common Stock Fund___-__-_----- 217 732 1.5 4.5 None None 98.5 95.5 1,156 _ 335 1,156 335 
Selected American Shares__.__-----~- 10,653 12,642 17.0 18.7 0.9 0.2 82.1 81.1 20,752 15,116 4,792 4,594 
Sovereign Investors _.._.._______--- 24 42 1.3 2.1 2.5 1.6 96.2 96.3 29 None a 29 Nese 
State. Street Investment.___..__.---- 22,743 22,939 13.9 13.3 0.4 0.4 85.7 $6.3 11,117 11,300 $310,056 11,306 
United Accumulative Fund____---_-~- 10,682 13,109 8.2 9.0 10.8 9.6 $1.0 81.4 18,259 6,391 15,077 5,785 
United Continental Fund_ nas 1,650 1,255 6.1 4.3 1.0 1,1 92.9 94.6 3,049 997 3,049 979 
United Income Fund______---------- 7,111 6,354 4.7 3.9 0.8 1.4 94.5 94.7 9,012 6,380 8,024 8,380 
United Science Fund_-___--- JiiSideales 2,227 2,535 5.7 5.7 1.2 1.0 93.1 93.3 4,753 2,413 4,753 2,413 
Value Line Special Situations__—._ ~~ 453 137 4.9 1.5 None None 95.1 98.5 424 322 424 322 
Wisconsin Fund _____..------------ 166 290 1.4 2.4 8.9 7.4 89.7 90.2 504 459 416 248 

Closed-End Companies: pee as _ ites _ 
Adams Express _ anne 4,472 4,270 4.8 4.4 1.0 0.9 94.2 45 ous ° 
American European Securities______- 661 846 3.6 4.4 20.7 16.0 75.7 79.6 699 1,033 598 252 
American International ___________- 1,752 1,349 4.5 3.3 1.6 1.5 93.9 95.2 468 639 463 639 
Carriers & | ao 1,101 2,675 6.6 15.0 2.7 7.2 90.7 77.8 1,201 2,758 N.A. N.A. 
General American Investors________- 3,843 5,160 5.9 7.3 1.8 1.6 92.3 91.1 567 3,800 — 3,800 
General Public Service _- Pr 2,012 2,392 7.3 8.9 None None 92.2 © 91.1 1,222 1,919 1,222 1,919 
Lehman Corporation ..........--..- 8,245 10,539 3.6 4.2 0.2 0.1 96.2 95.7 8,407 10,583 3,407 , 10,422 
National Shares - tle 2,454 1,941 10.0 7.3 2.1 1.7 87.9 91.0 1,782 1,300 $41,683 $31,190 
Niagara Share - > wma 2,494 2,013 5.4 4.0 3.0 2.7 91.6 93.3 590 481 523 481 
Overseas Securities - Weer eee re ~ aad $11.6 $12.3 $86.8 $80.6 377 589 a 347 589 

‘Cont 5 27 2 2 21.6 92 75 77.4 16,344 12,267 7,036 4,525 
Tri-Continental _ 9,651 11,278 3.( .¥ 21.6 19.2 75.4 ‘7. : oa ; 

U. S. & Foreign Securities_. 13,511 17,142 11.3 13.0 None None 88.7 87.0 14 3,620 14 3,620 
Grand Total , 412.600 427. 2716 450,455 315,702 305,322 221,728 
>Includt g corporate short-term netes where so included by been partly revised accordingly Investment bends and preferred irrespective of quality classific ition. Common , seenks only. , Sin 

, ¢ ‘ent conipany nd-of-March ficures shown for net stocks: Moody’s Aaa ire » for bonds: itch’s AAA through BB percent of gross assets. *Cost of purchases. Proceeds from sales, 

py * at oe oh A an | fur Paw tt SA caer fan lB have ae pom» aA ph te oa pe manne A ' Smonde and preterreds : Estimated (a) Rxedusive of corporate short-term notes 
SUMMARY 
Changes in Cash Position of 74 Investment Companies Average Allocation by 74 Companies of Assets to ( ash and 
June 30, 1957 vs. March 31, 1957 Equivalent, Defensive Securities, and Risk Securities 
Plus Minus Approx Total wade on . “p> ; 
Open-End Companies Unchanged Net cash, etc., and Governments 1.0% P 
Balanced Funds q 17 5 31 Defensive securities (investment 95 11.6 
Stock Funds _- 13 14 4 31 bonds ana preferreds) 12.9 - 
1 Risk securities (common stocks plus : 
Closed-End Companies 7 4 ] 12 lower grade bonds and preferreds) 80.5 $1.3 
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Draper, Sears Adds 
(Special to ‘lun Frnancrat CHRONICLE) 
BOSTON, Mass. — Frank L. 


Young IJ has joined the staff of 
Draper, Sears & Co., 50 Congress 
Street, members of the New York 


and Boston Stock Exchanges. Mr. 
Young was formerly with Keller 


& Co. and Lyons & Shafto. 





a timely 
investment suggestion 


BEFORE DECIDING 


get the booklet-prospectus and 
record of this Mutual Fund 
from your investment dealer 


TELEVISION- 
ELECTRONICS 
FUND, INC. 








Television Shares 
Management Corp. 








135 S. La Salle St., Chicago 3, Ill. 
j 115 Broadway, New York 6, N.Y. | 


j Name 


j Address 


I 
| 
City-State J 





= Viarh 
7 aftal « Birvd 
of ECunadte, OYA 


Latest Semi-annual Report 


to Stockholders 


available 


Carl M. Loeb, 
Rhoades & Co. 


Members New York Stock Exchange 
42 WALL Street, New YorkK 

















The Dreyfus Fund is a mutual 
fund in which the management 
hopes to make your money 
grow and takes what it 
considers sensible risks in 
that direction. 


ILLUSTRATED BOOKLET ( PROSPECTUS) 
FREE FROM YOUR DEALEROR... 


DREVFUS Corporation 
50 Broadway, New York 4 
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The Commercial and Financial Chronicle . 


Funds’ Portfolio Policies 
More Aggressive 


well participate in further ad- 


vances’ ).” 


POLICY TOWARD 
INDUSTRY GROUPS 


Our of specific 
folio changes. drawn from this 
study's tabulation covering over 
400 cominon stock issues, is pri- 


analysis port- 


marily based on the number of 
managements buying or selling. 
rather than on the volume. of 
shares involved. 

The following industry groups 


are revealed as eliciting bullish- 
ness: farm equipment, autos, 
banks, drugs, finance companies, 
food, insurance, machinery, paper, 
public utilities, radio-TV,  stecl 
and tires: and, to a lesser degree, 
coal, and retail trade. Predomi- 
nantly sold were airlines and 
natural gas. A mixed attitude was 


evinced toward aircrafts, auto 
parts, building, chemicals, con- 
tainers and_= glass, electronics, 
metals, office equipment, oils, 


railroads, railroad equipment, and 
tobaccos. 


INDUSTRY GROUPS 


BOUGHT 
Agricultural Equipments Liked 
Buying of Decre and Interna- 


tional Harvester carried over from 
the previous quarter. Six manage- 


ments bought the former issue, 
with only one fund liquidating 
part of its holdings. Three man- 
agements bought Harvester, two 
with intial commitments 


Automotives Bought 
The Big Three each attracted a 
moderate preponderance of buy- 
ers. More pronounced were the 
purchasers in the auxiliary lines, 
including Borg-Warner, Briggs & 
Stratton, Kelsey-Heves. Sellers 
predominated in Stewart-Warner, 
Thompson and Timken, 
Banks Get a Fillip 
Apparently reflecting increased 
consciousness of the earnings ef- 
fects from the rising money rates, 


Fundamental 


Investing in 














possible growth of capital and income 
over the years. 


banks enjoyed good if spotty 
buying, including Chase, Chemical 
Corn, and First National City. 
13,025 shares of Chemical Corn 
were bought by Affiliated Fund, 
and new commitments of 9,500 
were made in this issue by the 
Bullock Group, and of 12,000 
shares by the United Income 
Fund. On the other hand, Invest- 
ors Mutual was a substantial sell- 
er of New York City’ banks. 
while adding to its holdings of 
out-of-town banks and insurance 
companies. 


Drugs in Favor 

Drugs continued their previous 
quarter’s popularity, as one of the 
best - bought groups. The most 
widespread interest centered on 
Merck with 7 buyers and only one 
seller. « The issue was newly 
bought by Blue Ridge. Next in 
popularity were’ Bristol - Myers 
and Eli Lilly, the latter attracting 
4 buyers, including Wellington 


Fund newly with %5,300 shares, 
and no sellers. Among the buyers 
of Parke, Davis was Investors 


Mutual which added 51.300 shares. 
Sellers outnumbered buyers in 
Mead Johnson. 


Finance Companies Popular 
The finance companies were ex- 
tremely popular. In C. I]. T., Com- 
mercial Credit, and Pacific Fi- 
nance there were only buyers 
with no sellers. Pacific was newly 


acquired by Investors Mutual in 
the amount of 25,000. shares. 


a Canadian com- 
pany, was completely liquidated 
by Blue Ridge and the Putnam 
Fund, with no buyers 


Traders Finance. 


Foods Find Favor 


Food issues added to their 
popularity of the previous quar- 
ters. Armour, Corn Products, Gen- 
eral Mills, and Nabisco found 
only buyers, with no_- sellers. 


There was an approximate stand- 
off in General Foods and Nation- 
al Dairy. Swift was completely 
liquidated by Wellington and the 
Value Line Fund; and 
West Indies Sugar was closed out 


Income 


HOW TO GET INVESTMENT FACTS 


ABOUT THESE MUTUAL FUNDS 


Investors, Inc. 


common stocks selected for 




















Diversified Investment Fund, Inc. 


investing in a balanced list of bonds, pre- 
ferred stocks and common stocks. 














Manhattan Bond Fund, Inc. 


Investing in bonds selected for income. 

















Prospectuses and other infor- 
mation on these mutual funds 
available from local invest- 
ment firms—or checkmark your 
preference above and mail 
this ad to: 


Diversified Growth Stock Fund, Inc. 


Investing in common stocks selected for 
possible long-term capital growth—now 
including such industries as: electronics, 
chemicals and atomic energy. 


HUGH W. LONG AND CO., INC., Elizabeth 3, New Jersey 





Name 





Address 





City and State or 


by the Bullock Fund and De 
Vegh: with no buyers of these two 
issues. 


Insurance Stoeks Moderately 
Popular 


Apparently reflecting their 
availability well below liquidat- 
ing value and possible rate hikes 
as an offset to the recent disap- 
pointing operating results, fire 
and casualty companies enjoyed 
the best buying in this group. 
Fireman’s Fund, with no sellers, 
was bought by Investors Mutual 
(23.600 shares), Affiliated Fund 
(17.900) and by the Eaton & How- 
ard Group (3,300). Great Ameri- 
can also was bought bv Affiliated 
Fund and Investors Mutual. Af- 
filated Fund likewise was a large 
buyer of U. S. Fidelity & Guar- 
anty, as were De Vegh and Eaton 
& Howard Stock Fund, with the 
George Putnam Fund aie small 
seller. Phoenix was closed out by 
two managements, with no buy- 
ers. Among the life companies, 
Travelers was again the most 
popular, with three buyers, State 
Street. Commonwealth  Invest- 
ment, and Putnam: and no sellers. 


Machinery and Industrial Equip- 
ment Accumulated 


Babcock & Wilcox, the atomic 
energy ftlavcred con:panyv, which 
made a rights olfering in April, 


let the parade as the most widely 
acquired issue in this group, with 
no sellers. Foster Wheeler was 
newly acquired by three manage- 
ments, with no sellers. Joy and 
Worthington were also popular, 
the latter bought newly by Fidel- 
ity Fund, National Shares, and 
Mutual Investment Fund. Selling 
predominated in Cincinnati Mill- 
ing and Caterpillar Tractor, al- 
though M. I. T. appeared as a 
liberal buyer of the latter. 


Papers Well Bought 


Paper and 
sues continued 


paper product is- 

their popularity, 
in the face of the industry’s well- 
publicized cyclical overproduc- 
tion tendencies. Most popular was 


Crown Zellerbach, with seven 
buyers and two sellers, General 
Public Service and Massachusetts 
Life Fund comprising the new 


purchasers. Mead was bought by 
4 managements, including State 
Street and Fidely and sold by 1. 
Kimberly Clark was bought by 4 
funds and sold by none: while 
Rayonier was liberally purchased 
by 4 managements, including In- 
vestors Mutual with 38,000 shares. 
On the other hand, Chemical 
Fund disposed of 21,800 shares. 
St. Regis was bought by 4 man- 
agements, 2 of them (Fidelity and 
Shareholders’ Trust of Boston) 
newly. On the other hand. United 
Funds Group disposed of 35,500 


shares and Lehman 5,000 shares. 
International Paper was quite 
heavily sold, with a complete 


close-out by the Investment Com- 











60 Congress Street, Boston 


Name_ 


Why not look into 


The PUTNAM FUND 
as an Investment? 


Ask your Investment Dealer for Free Prospectus | 


containing all the facts, or mail the coupon below. 


Bestest eran. 


Putnam Fund Distributors, Inc. 


Please send me Free a Putnam Fund Prospectus. 


.. Thursday, August 1, 1957 


pany of America, the United 
Funds Group and the Delaware 
Fund. De Vegh and New England 
Fund appeared as two new buy- 
ers of this issue. 


Public Utilities Still Popular 


Although not as popular as in 
the previous quarter, the public 
utilities continued to weather mis- 
givings over inflation and dearer 
money. Florida Power was bought 
by 7, including Lehman, Funda- 
mental, and General Public Serv- 
ice, and sold by Pennroad. Publie 
Service E. and G. was acquired 
by 5 managements, including a 
new acquisition by the Axe Group 
to the tune of 20.259 shares, and 
no sellers. Houston Lighting and 
Power found 5 buyers, including 
United Funds Group newly, with 
no sellers. Southern Co., making 
new highs, was bought by 4 man- 
agements (principally M. I. T. to 


the extent of 25,000 shares) and 
sold by none. General Public 
Utilities was newly bought by 


Mutual Investment Fund and 
Group Securities, with Lehman 
selling 30,700 shares and Penn- 
road 12,714. Issues in which sell- 
ing predominated included Niag- 
ara Mohawk, Florida Power & 
Light, Potomac Electric, Pacific 
Gas. and Unior: Electric (by Na- 
tion Wide and State Street). 
General Telephone was newly 
acquired by Putnam and Penn- 
road, with no sellers: while ATT 
was liberally sold by 7 manage- 
ments, including 3 complete elim- 
inations, by Pennroad, Eaton & 
Howard Balanced Fund, and Del- 
aware Fund. Incidentally, ATT 
represented the only issue sold by 


American Business Shares during 

the quarter. 

Radio-TV Attracts Some Buying 
20th Century-Fox was bought 

newly by the Value Line Income 

Fund and the Axe Group, with no 


sellers. Storer Broadcasting was 
also purchased by Value Line 
newly, as well as United Income 
Fund, with no sellers. ABC-Para- 
mount was acquired by Funda- 
mental Investors-Diversified In- 
vestment Management, Steir Roe 
and Farnham, Commonwealth In- 


vestment, and Eaton & Howard 
Steck Fund. Complete eliminations 


were mace bv State Street. New 
England Fund, and Overseas Se- 
curities. New buyers of CBS “A” 


were Dividend Shares in the Bul- 
lock Group and the Mutual In- 
vestment Fund. The Axe group 
and Stein Roe and Farnham sold 
part of their holding. CBS “B” 
was sold by State Street. 


Retail Trade 

The funds were moderately 
bullish on retail trade. Well- 
bought were Allied Stores, Mont- 
gomery Ward (with National Se- 
curities Income making a new 
acquisition), R. H. Macy, Feder- 
ated, Woolworth, Associated Dry 
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Goods and J2wel Tea. On the 
other hand sellers p.edominated 
in May, Penney, ana Sears. 


Rubber and Tires Bought 


Firestone was the favorite in 
this group, with 5 managements 


buying, including Investors Mu- 
tual, Fundamental Investors, 


Eaton & Howard Stock Fund, In- 
stltutiuial investors, and Dodge 
and Cox, wiih no sellers. Goodyear 
Was newly acquired by Scudder 
Common Fund, and completely 
eliminated by Knickerbocker. 


Steels Acquired 
U.S. Steel was the most popular 
* issue in its group, with 7 buyers 
and 2 sellers. Purchasers included 
State Street, Selected American 
Shares, Investment Company of 
America, Massachusetts Life 
Fund, Eaton & Howard Stock 
Fund in that order of volume. On 
the other hand, holdings were re- 
duced by Wellington and Drey- 
fus. Republic was newly acquired 
by Eaton & Howard Stock Fund 
as 1 of 5 buyers: with Carriers & 
General, as 1 of 2 sellers, making 
a complete elimination. Bethle- 
hem was freshly bought bv Dodge 
& Cox and New England Fund. 
Fidelity Fund acquired 72,000 
shares through conversion of de- 
bentures, subsequently selling 17,- 
000 shares. 


INDUSTRY GROUPS 


SOLD 

Airlines 
Sellers exceeded buyers in 
American, Eastern, and United: 


with buyers taking over only in 
the newly issued KLM Royal 
Dutch stock. 
Natural Gas 
El Paso Natural Gas was sold 
by 7 manageimeiits, with the Bul- 


lock Group and Mutual Invest- 
ment Fund making a complete 
elimination. Panhandle Eastern 


Pipe Line was sold by Affiliated 
Fund and Delaware Fund, with 
National Shares the only buyer. 
United Gas was sold by General 
Public Service, Tri-Continental., 
Adams Express, American Inter- 
national, and the Value Line Spe- 


cial Situations Fund (complete 
elimination). This group’s only 
issue in relative demand was 
Southern Natural Gas, but even 
here the issue was completely 
eliminated by State Street and 
General Public Service. 


MIXED GROUPS 
Aircrafts 
Consonant with the outcropping 
of market weakness with talk of 
improved prospects for disarma- 
ment and some actual cut-backs, 
the aircraft and aircraft equip- 
ment group ran into divergent 


Continued on page 24 
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from 


INVESTORS PLANNING CORP, 
of America 
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New York 17, N. Y. 
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Changes in Common Stock Holdings of 57 Investment Management Groups 
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Changes through mergers also disregarded.) 


—Bought— 
No.of No.of 
Trusts Shares 

6(1) 72,700 

ota) L+,..0U0 

4(4) 5,£00 

1(1) 6,000 

5(2) 21,450 

2 7,000 

3(2) 34,400 

+ 28,967 

J(1) 26,300 

a 11,800 

None None 

1 11,000 

2(2) 15,700 

2 31,800 

2 2,500 

] 34.560 

4 15.600 

4(2) 17.000 

m 2.0060 

é 1,100 

z(1) 1,500 

oe 29,500 

o(1) 13,500 

2 1,480 

None None 

1 14,900 

1(1) 5.000 

2 28 800 

2 4,000 

5(3) 40 525 

l 400 

o(2) 34,400 

o( 1) 10,800 

1(1) 10,400 

z(1) 2 000 

2(1) 2 500 

] 450 

(3) 128,1C0 

; 8,000 

2(1 3,590 

3 27,900 

2 4.347 

] 6.400 

2(1) 7.779 

y 2,300 

l 21,700 

l 29 600 

2(1) 1.500 

9(1) 8.860 

] 100 

»(1) 39,165 

2(1 4.100 

Z 28,700 

2(2) 2 500 

] 3000 

2 1,250 


Agricultural Equipment 
oe ES oe ee 


international Harvester_ 


Aircraft and Aircraft Equipment 
Aerojet-General 
Bell Aircraft 


Bendix Aviation 
Garrett 


General Dynamics 


North American Aviation______ 
moewe, Airplawe ............... 
Douglas Aircraft _- 
Lockheed Aircraft - 
United Aircraft ___- 


Airlines 

KLM Royal Dutch__- 
American Airlines _______ 
Eastern Air Lines_ 
Unerea Air LAses. os eck 

Automotive and Parts 
Borg-Warner 
sriggs & Stratton 
Chrysler 
Eaton Manufacturing 
Ford Motor ___- 
General Motors 
Kelsey-Hayes 
Mack Trucks ; 
Ford Motor of Canada “A” 
Stewart Warner 
Thompson Products 
Timken Roller Bearing 


Banking 
Chase Manhattan Bank 
Chemical Corn Exchange Bank 
First National Bank of Chicago 


First National City Bank of N.Y. 


Guaranty Trust (N. Y.) 
Hanover Bank (N. Y.) 
Marine Midland Corp. 
Beverages 
Coca-Cola 
National Distillers 
suilding, 
American-Marietta 
Armstrong Cork 
Bestwall Gypsum 
Carrier Corp. 
Flintkote 
General Portland 
Ideal Cement 
Johns-Manville 
Masonite 
Viissouri 


Cement 


Portland Cement 


National Gypsum 

Otis Elevator 
Penn-Dixie Cement 
Trane 

U. S. Pipe & Foundry 
U. S. Plywood 


Yale & Towne 
American Radiator 
Star 


Lone Cemeit 





Construction and Equipment 
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(April — June 1957) 

Issues in which transactions by more than one management group occurred. Issues which more managements sold than 
bought are in italics. Numerals in parentheses indicate numberof managements making entirely new purchases or completely 
eliminating the stock from their portfolios. (Purchases shown exclude shares received through stock splits or stock dividends. 

Sold —Bought— Sold 
No. of No. of No.of No.of No. of No. of 
Shares Trusts | Trusts Shares Shares Trusts 
1 600 Minneapolis-Honeywell ___---- 6,600 3 
2,000 1 3 ge a a a 8,500 4(1) 
15,800 2(1) 3(1) | ee Fe O —__RESR Rag 3,300 4(1) 
Chemicals & Fertilizer 
None None +) tk fe. « . aa ae 34,300 2(2) 
2,500 1 + 7,959 Allied Chemical & Dye__------ 19,870 3(1) 
None None ] 24,000 Borax (Holdings) Ltd.____--__~- 18,000 1(1) 
None None 1(1) 300 Columbian Carbon -.--.----.--.-- 700 1 
650 2 2 > ie fs eee eee 1,672 2(1) 
30,000 4(2) 6(1) BRB FIRES) SR 1,200 2 
65,500 4(1) 2 2,200 Food Machinery & Chemical___ None None 
17,400 4(3) 3 6,900 Hercules Powder _____------ 11,400 2 
10,100 2(1) 2 2500 Enterenemics! ......2..66.s.cu5 1,600 l 
5,900 2 2(2) 30,000 International Minerals & Chem. None None 
8(1) 83,824 Monsanto Chemical __--------- 3,660 2(1) 
3 9,500 Pennsalt Chemicals _____----~-- None None 
None None 2(1) 8,500 Spencer Chemical ._...--__--__. None None 
40,000 4(1) 2(1) 19,000 Stauffer Chemical ~_-_~---~---- 11,500 1 
5,216 4 2 4,500 Texas Gulf Sulphur_____------- None None 
42 300 2(1) 2 1,000 Union Carbide __.....--------- 4,300 2 
‘ e Bi hE eS re ee None None 
2 ieee 0606 Ware A. hn. Scale,” ae None 
10,000 1(1) l 1300 American Cyanamid __-~-~-~--- 14,300 6(2) 
2,000 l 1(1) 3,500 American Potash & Chemical___ 10,079 3(3) 
2,000 I | None None Freeport Sulphur ___----------- 5,500  2(1) 
None None 1 1000 Hooker Electrochemical ______- 12,500 5 
3,000 1 | None None’ Koppers a ae See cates 16,700 2(2) 
3,600 2 None None Olin-Mathieson _____________-. 27,600 2(2) 
None None | 2(1) 1,000 Rohm & Haas___-__-----__--- 1,755 4(1) 
nyo nn 18,100 Victor Chemical ____...-.---. 46,258  2(2) 
,tJ0 A 
3.000 2 Coal & Coke 
12,000 4(1) 2 21,000 por fe. Fe.) 1,000 1 
4.100 3(2) 2 16,750 Pas cndkvaed<owinieeemda 4,525 2 
Containers & Glass 
None None 3 4,600 American Can -------..------. 15,000 1(1) 
None None 2 1,900 Anchor Hocking Glass__------ 2,700 1 
1.300 1(1) 4 16,600 Continental Can ~-~-_~~--~~--- 37,000 4(3) 
1,900 2(1) 3 11,300 Libbey-Owens-Ford Glass None None 
34.060 3 1(1) 5,000 Standard Packaging -_...--.-.. 50,000 1(1) 
42-90% | I 1,200 Corning Glass Works____------ 16,100 4(1) 
6.609 9 1 4,700 Owens-Corning Fiberglas ___-- 5,100 2(1) 
2 10,200 Owens-Illinois Glass __..-.-.--= 35,961 3(3) 
1 1,300 Pittsburgh Plate Glass. _. 32,600 3(2) 
3,400 2 -_— . 
200) Drug Products 
2(1) 17,000 Abbott Laboratories 8,200 1(1) 
4(1) 33,400 Bristol-Myers 3,500 3 
None None 4(1) 40,000 Lilly (Eli) “B” None None 
18.100 | l 2,000 McKesson & Robbins 1,000 l 
None None 7(1) 22,000 Merck 2,000 1(1) 
10.273 3(9) 3(1) 61,000 Parke, Davis 5,500 2(1) 
1,000 I 3(1) 14,900 Pfizer (Chas.) 3,000 2(1) 
7.000 1 l 1,700 Smith, Kline & French 2.200 l 
2 600 1(1) 2 5,000 Sterling Drug 64,900 2 
500 1(1) » 9,900 U. S. Vitamin None None 
1.600 | 2(1) 5,300 Warner-Lambert None None 
2 OOO 1 2 8500 Mead Johnson 16,800 3(2) 
2().060 9(1) ev EI >.000 Schering 5 000 2(2) 
8,500 Electrical Equipment & Electronics 
4.500 ] “ . Q* 
None None 1(1) 500 Clark C ontroller . 3,300 1(1) 
8.000 1(1) 3(2) 20 000 Co isolidated Electrodynamics 1,300 2 
None None 6(2) 27,000 International Tel. & Tel. None None 
a A P ‘ ry 9 ‘ . > . . , } 1 
None None J 3,400 [-T-E Circuit Breaker 6,000 1(1) 
13.000 3(2) 1(1) 5.500 Litton Industries 1.800 1(1) 
10,000 3(2 Continued on page 24 








AXE SECURITIES 


= AXE HOUGHTON FUND A. 
= AXE HOUGHTON FUND B. 


CORP. 


INC. 
INC. 


3 AXE HOUGHTON STOCK FUND, INC. 
AXE SCIENCE and ELECTRONICS CORP. 


Branch Offices 


730 FIFTH AVENUE 
New York 19, WN. Y. 
Phone: CO 5-0250 


Head Office and Order Room 


400 Benedict Avenue, 


Tarrytown, 


N. Y. 


Phone MEdford 1-2272 * MEdford 1-4612 
Teletype Tarrytown, N. Y. 1708 


15 WILLIAM STREET 
New York 5, WN. Y. 
Phone: HA 2-6962 


430 N. CAMDEN DR, 
Beverly Hills, 
Phone: 


Cal. 


BR 2-8258 





WELLINGTON 


INVESTMENT FUND 


Prospectus from 


Philadelphia 3, Pa. 


FOUNDED 1928 
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Mitchel, Schreiber Admit 

Mitchel, Schreiber, Watts & Co., 
20 Broed Street, New York City, 
members of the New York Stock 


Exchange, on Aug. 8 will admit 
Joseph A. Palmich to general 
partnershin and Anna H. Watts 


to limited 
will 
New 


and Elsa B. 
partnership. Mr. Palmich 
acquire a ;nembership in the 
York Stock Exchange. 


Alfred Laurence Adds 


(Spec 
MIAMI, i 
Gerald F. Leugnilin, 
and Hugo P. Brink have joined 
the staff of Alfred D. Laurence & 


Co.. 201 Southeast First Avenue. 


Schreiber 


ANCIAL CHRONICLE) 


la.—Allen R. 


Shares may be 
systematically 
accumulated in 
amounts of $30 
or more. 


SOVEREIGN 







INVESTORS 


Pree of Pennsylvania Personal roperty (az 


A MUTUAL FUND in- 
vesting in a_ diversified 
group of securities selected 
for possible long term 
growth of capital and 
income. 
Send for FREE Prospectus 
frorn your Investment 
Dealer or 


BAILEY & CO. 


eo} 40] 4c) - AL 








Grnstitutional 
» BANK FUND 
» FOUNDATION FUND 
» GROWTH FUND 
» INSURANCE FUND 


Institutional 
» INCOME FUND, INC. 


Distributed by 
HARE’S LTD. 
85 RROAY S:ntel, NEW vurK 4, NV. Y. 


Prospectuses may be obtainad from 
the above or loca! dealer, 





Why not Get the 
INVESTMENT FACTS 
about 


My SELECTED 
INV ia-ler te 


SHARES:-inc. , 






;..amutualinvestmentfund * 
which supervises a diversi- 
fed portfolio of American 
securities, selected for the possibility of 
long term GROWTH of capital—and 
current INCOME, 

—for FREE copy of prospectus and 

other information—fill in name and 
address on coupon below and mail te 


Selected Investments Co. 
135 S. LaSalle St., Chicago 3, lil. 


Please send me free prospectus and other 
information on SELECTED AMERICAN 
| SHARES 


I Name_ 





| Address 





! Ee arene 





Barrett, 
3rooks Reed, 





Continued from page 23 


Funds’ Portfolio Policies 
More Agaressive 


policies on the part of fund man- 
agements. 3Z0eing, Douglas, 
United and Lockheed were sold. 
in the latter issue 2 managements 
liquidated, National Aviat ion 
closing ovt its entire commitment 


On the other hand, Bendix and 
Aerojet-General found only buy- 
ers. The latter was newly ac- 


quired by National Aviation, Bul- 
lock Fund, Stein Roe & Farnham, 
and the Value Line Special Situa- 
tion Fund. National Aviation also 
made a first investment in Ben- 


om, along with Massachusetts Life 
Fund. General Dynamics was 
newly bought by Tri-Continental 


(25,000 shares) and by the Bullock 


Group, with National Aviation 
making an additional commit- 
ment, 


Building and Construction 

Issues in which sellers predomi- 
nated included American Radia- 
tor, Lone Star Cement, Minne- 
apolis-Honeywell, National Lead 
and U. S. Gypsum. Sellers of 
American Radiator included Blue 


Ridge, with a complete elimina- 
tion, and National Securities- 
Stock. Lone Star Cement was 


completely eliminated by Share- 
holders Trust of Boston, and also 
sold by Blue Ridge and New Eng- 
land Fund. The issue was bought 
by Knickerbocker and Mutual In- 
vestment Fund. Issues’ bought 
without sellers included U. S. Ply- 
wood, by Affiliated Fund and 
Commonwealth Investment; Trane 
by Fundamental Investors, Wel- 
lington (newly), Putnam, United 
Fund Group, and T. Rowe Price 
Growth Fund; and Yale & Towne 
by Pine Street Axe Stock 
Fund, who made new acquisitions. 


and 


Chemicals 

Here the most favored issue was 
Monsanto, whose buyers included 
Wellington with 73,500 shares, and 
Investors Mutual with 4,664 
shares. Next favored were Du 
Pont and Air Reduction, Group 
Securities Common Stock Fund 
making a new acquisition of the 
former. Selling predominated 
chiefly in American Cyanamid, 
Hooker Electrochemical, Koppers, 
Olin Mathieson (eliminated by 
Investors Mutual and Mutual In- 
vestment Fund) and Rohm & 
Haas (completely eliminated by 
Putnam). 


Containers and Glass 
The container stocks presented 
an approximate stand-off. On the 
other hand, the glass and fiber- 
glass stocks, with the exception of 
Libbey-Owens-Ford Glass, 
sold on balance, 


were 


Electrical Equipment and 
Electronics 


Here the outstanding favorites 
were ITT and Westinghouse Elec- 
tric. Investors Mutual acquired 
36,400 additional shares of West- 


The Commercial and Financial Chronicle .. 1957 
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Changes in Common Stock Holdings of 
57 Investment Management Groups 











ee N he of 
inghouse, where there was also a No.of No.of 60. OS - 
aa acquisition of 14,400 shares Trusts Shares Shares Trusts 
by Selected American Shares. On 2(1) 19,600 Radio Corp. -------------- . ae 1 
the other hand, 20,000 shares of 2 t Fe ee eee eery 7 2,000 1 
this issue was sold by M. I. T. A l 1000 Texas Instruments __---------- 11,000 1 
mixed attitude was continued 6(1) 67,800 Westinghouse Electric __--- 20,000 1 
from the previous quarter toward 3 23.000 General Electric ____--. i 8.000 4(1) 
General Electric. Square D was None None Mallory (P. R.)---------------- 19,123 3(1) 
completely liquidated by Invest- 2 1,500 Sperry Rand ____---------- : 18,700 3 
ment Company of America (50,000 None None Sprague Electric __------- 3.800 3 
shares) and by Commonwealth None None Square D _ ee 2(2) 
Investment (1,000 shares), with 
no buyers in this issue. Finance Companies 
Metals 1 1,000 Associates Investment -------- 4.000 1(1) 
euros 2 6,000 i Ey ae a None None 
In the face ot weakness crop- 4 17.100 Commercial Credit ________---. None None 
ping out in the price of the red 2 8,000 Vamiiiy Pimemee .....<...<---.- 1,560 1 
metal, copper issues were fairly | 8,500 Househcld Finance ___-_- wes 5,000 l 
well bought. Favored were Ana- 3(1) 37,600 Pacific Finance ae ; None None 
conda, with National Shares mak- None None Traders Finance “A”_______---- 8 900 2(2) 
ing a new commitment: and 
American Smelting, purchased Foed Products 
for the first time by Lehman Corp. 7 = , ; a 
Among the alminum stocks Rey- - 3,750 Armoul OR ee ee piel None None 
: viata mene alain aera | 1,500 I a a ol lah 9,500 1(1) 
nolds Metals encountered particu- > —s A 
le : ager lecta han 3 8,400 Corn Products Refining-..._._._.. None None 
ar favor, with Selected American y 
Shares making a new acquisition. 2(1) 9,500 General Foods ---------------- 9,400 2 
On the other hand, Aluminium 2 10,800 General Mills > yaleieeteetetenetanenenetenaes None None 
Ltd. and Alcoa were sold on bal- 2(1) 6,500 gS None None 
ance, with chief sellers of the 1()) 9,500 National Dairy -- ------ 10,000 1 
former being United Fund Group None None Swift ------------------------- 18,400 2(2) 
and State Street. Alcoa was com- None None West Indies Sugar___-~-- -- 4,400 2(2) 
pletely eliminated by the closed- . 
end Carriers & General and Na- Insurance 
tional Shares, while Tri also was 1(1) 5,000 Aetna Insurance ______---~-- a 500 1 
an important seller. 2(1) Se Se EE eb ditininnnatonstees None None 
, — 1(1) 1,600 Connecticut Gr eral eee 400 1(1) 
Office Equipment 1 1,000 Continental Ca-ualty _...-.---. 8.150  1(1) 
IBM, of course, was the “big 3 44,800 Fireman’s Fund Insurance__--._. None None 
noise” in this group, following its 2 29445 Great American Insurance__-_-.. None None 
split and rights offering. Of the 9 2700 Hartford Fire __- : aa 300 1(1) 
24 managements on the buying 2(1) 7,500 Home Insurance .- ea . 22,500 1(1) 
side, three made first-time ac- l 200 Lincoln National Life 1,000 1 
quisitions, namely Fidelity Fund 9 3.200 Maryland Casualty _ 16.000 2(2) 
(with 14,000 shares), Delaware 3 3.850 Travelers Insurance = None None 
Fund, and Wisconsin Fund. Pitney- ° 13,650 U. S. Fidelity & Guaranty 3.100 1 
Bowes was bought by 2 funds None None Phoenix Insurance ' one 2s 2(2) 
with no sellers. Addressograph- 
Multigraph and National Cash Machinery and Industrial Equipment 
tegister were sold; Lehman, Wel- 2(2) 46,000 Air Products - S _. 10,900 1(1) 
lington and Whitehall sharing the 3 5,000 Allis-Chalmers 31,500 i 
ntiadbs tteesisntl ] 360 American Chain & Cable . 1,000 
anes: Se 9 36,562 Babcock & Wilcox____- __ None None 
Oils 2 7,536 Beckman Instrumenis dl 471 1 
The favorites in this area were 2 4,700 Chicago Pneumatic Tool- pa yt ; 
> : : , 2 5,200 *Combustion Engineering _.. 20,001 
Gulf Oil (with Wellington buying 3 11100 Fienseae tuduitelon pernar 6.600 9 
31,000 shares), Socony, and Kerr- 3(3) 2 800 Foster Wheeler ___. . None None 
McGee, where Wellington made a 1(1) 1000 Ingersoll-Rand _______-_---_--~ 21,000 1(1) 
new commitment of 24,100 shares, 3 4,000 Joy Manufacturing -- _— oe —— 
i Zhewn « —— 4(3) 12,400 Worthington _____- taeued 3,360 
oe ce Ga ce 12,800 Caterpillar Tractor ______------ 14,000 32) 
Atte 7 ewe None None’ Cincinnati Milling Machine_----- 1500) 2(1) 
Investors to the tune of 51,000 
shares, and by Fidelity Fund via Metals and Mining 
a new acquisition of 45,000 shares. 2(1) 4,200 Algom Uranium —_-_--- 7,000 1 
Wellington made a new commit- 5(1) 21,200 American Smelting & Refining oon 4 
> P . 6(1) te nn one 
a he. nage shares ” yee 3 4,100 Cerro de Pasco-_-_------ ------- None None 
utch. Texas Co. elicited the at-  4(2) 34,800 Climax Molybdenum ___----_-- 15,600 1 
tention of 5 buyers with no sell- 2(1) 6,000 Consolidated Denison Mines__-_ = 2,500 1(1) 
ers. 3 17,675 Falconbridge Nickel —----- _. None None 
In the “favorite” Amerada, buy- 2 15,900 General Cable ----- w-------- 2,000 1 
ers were slightly outnumbered by 
sellers; while a predominance of 
liquidation occurred in Union Oil 







of California, Sunray Mid-Conti- 
nent, Shell, Sinclair, Phillips and 
Louisiana Land. In Phillips, Wel- 
lington closed out its commitment 
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Mutual Investment Funds 





peeDorrnnnent. 
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New York 


Chicago 





Ei | lee \? | A Common Stock Investment Fund @ Growth Stocks Seri 
A, 4444 , 
SS ih Investment objectives of this Fund F: 
aaecnanpteminmaiastoionneste are possible long-term capital and ES d Pr > Deceen 
income growth for its sharehoiders. : Inforn ‘older an ospectus « <cquest 
Prospectus upon request : NATIONAL snountien & RESEARCH CORPORATION 
: Established 1930 
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of 50,000 shares, as did the United @ Bond S. 
Accumulative Fund with its 25.- @ Balanced Series 
Continued on page 26 Notional @ Preferred Si Series 
Afijli * : Securities Seues a Ba 
ff Late : @ Stock Series 


@ Dividend Series 


Fund 1a 





LLP OP PID A OPPO IOC IA OE 


Atlanta 





Los Angeles 











Volume 186 Number 5660.. 


—Bought— 
No.ot No.of 
Trusts Shares 

2 4,000 

2(1) 2,500 

3 9,150 

3 3,250 

2 2,500 

1 6,000 

6(1) 13.055 

2 58,500 

3(2) 25,S00 

2 3,560 

3(1) 1.600 

2 1.600 

2 6.000 

2 300 

y 1,900 

1 1,000 

1 10,150 

5 20,900 

1 2,000 

None None 

1 7,000 

1(1) 5.000 

1 5,000 

1 1,000 

3 8.000 

3(1) 5,400 
24(3) 58,286 

2 3,000 

None None 

1 1,000 

4(2) 73,100 

2(1) 25,000 

3 34,300 

4(1) 10,464 

1 2,700 

1(1) 10,000 

1(1) 31,750 

9(2) 51,000 

1 3,500 

1 6,500 

2(1) 12,100 

2(1) 96,000 

2 2,500 

4(1) 28,201 

2(1) 7,000 

] 17,500 
~ ) 33,500 

35,044 
3(1 ) 83,700 
2(1) 6,900 
1 8,000 
4 1) 700 

19,500 
7 1) 19,200 
2 5,300 
3 4,000 
5(2) 30,400 
3(2) 14,260 
5(1) 25,400 
2(1) 28,500 
2(1) 34,300 
5(2) 39,400 
None None 
1 4 000 
None None 
1 1,000 
1 500 
2(1) 5,000 
None None 
1 30 
None None 
7(2) 15,100 
2 1,600 
4 5,300 
2 33,400 
4 30.300 
4 47,500 
4(2) 19,700 





Inspiration Consol. 
haiser Aluminum 
Kennecott Copper 
Magma Copper 
Miami Copper 
Phelps Dodge 
Revnvias Metais 
Roan Antelope Copper 
U. S. Foil “B 
Ventures Ltd. 


Natural Gas 
American Natural Gas_____. 
Colorado Interstate Gas____ 
Oklahoma Natural Gas 
Republic Natural Gas__ 
Southern Natural Gas__- 


Consolidated Natural Gas__ ~ a 


El Paso Natural Gas_ 
Lene meer Gés.....<.... 
Northern Natural Gas_ 


Panhandle Eastern Pine Line__ 
Tennessee Gas Transmission____ 


United Gas ___-_ 


Office Equipment 
Burroughs 
i eieidiitbetietidld tetcnis acts whatienck whe tn dds 
Pitney-Bowes 


Addressograph-Multigraph ____~_ 


National Cash Register 
Oil 
Atlantic Refining 
British Petroleum __________~_ 
Champlin Oil & Refining- 
Cities Service _____- 
Continental Oil __- ad 
Delhi- -Taylor 2 
Getty Ol —- 
Gulf Oil _- 
Home Oil “A 
Home Oil “B 
Honolulu Oil _~_ 
RET 
International Petroleum 
Kerr-McGee Oil__--.- 
Mission Corp. —_----- 
Mission Development 
Monterey Oil - _ 
6. js 
Royal Dutch Petroleum 
Seaboard Oil as cay 
Shamrock Oil & Gas 
Signal Oil & Gas_- 
BE GE wassene 
Socony Mobil 8... 
South Penn Oil__-__~- 
Standard Oil (Ind.)- 
Standard Oil (N. J.)_- 
Standard Oil (Ohio)- 
TE, eae i a 
Texas Gulf Producing. _— 
Texac Pacific Coal & Oil. 
Amerada Petroleum  _ 
British American Oil_ 


Louisiana Land & Exploration. ~ 


Phillips Petrolewin 
Pure Oil : 
SE SE ico wckindkina 
Sinclair Oil 


Sunray Mid- Continent Oil__- 


Superior Oil (Calif.)- 
Union Oil of Calif. 


Paper and Paper Products 
Crown Zellerbach _- 
Great Northern Paper 
Kimberly-Clark __ 
Marathon Corp. 
Mead Corp. . 
Rayonier - 

St. Regis Paper 
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Sold 
No. of No. of 
Snares ‘lrusts 
aA 9,000 1(1) 
- 2,000 1(1) 
. 3,600 3 
be 6,250 2 
._ None None 
= 7,900 1 
._. None None 
None None 
_ None None 
- 5,000 1(1) 
31,000 4(2) 
12.800 3(2) 
a 7.500 3(1) 
31,200 2(1) 
fal 3,200 2 
4 2,000 1 
i. 1,000 1(1) 
. ee 2(2) 
‘ 9 600 3 
_. 53,000 7(2) 
18,000 2(1) 
_. 15,800 2 
.~ 15,600 3(1) 
8 500 2 
_._ 21,000 4(1) 
_. 27,000 2(1) 
a 8,625 4 
_. None None 
770 2 
cha 9,950 3(1) 
vis 7,000 2(1) 
_. 24,200 2(2) 
2,812 1 
1,520 2(1) 
we 6,000 1 
4,500 1 
1,000 1 
—~.. Soe 5 
-_. 10,000 1(1) 
3,000 1(1) 
18,400 2(1) 
None None 
5,300 2(1) 
None None 
1,500 1 
7,000 ] 
15,100 l 
74,400 3(2) 
1,600 2(1) 
None None 
2,500 l 
: 3,000 1 
. 16,000 3 
13.500 l 
None None 
37,000 3(1) 
20,400 4 
3,000 1 
None None 
None None 
None None 
-« saeee 6(1) 
wan One 4(3) 
21,700 4(1) 
_. 82,700 5(4) 
_. 23,400 2(1) 
9,100 2(1) 
aye 6,000 4(2) 
145,600 4(2) 
4 760 3 
28.100 3(1) 
5,800 2(2) 
None None 
None None 
18,000 2(1) 
2,600 1 
30,550 2 
40,500 2 
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KNICKERBOCKER Aly 
FUND J 
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4 Mutual 
Atomic, 
other 
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rm growth, 
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Companies 


GROWTH possibilities. 


For Prospectus and other information about 


Knickerbocker Fund or Capital Venture Fund, write: 


KNICKERBOCKER SHARES, INC. 


For GROWTH... 


_? ‘PITAL 
VENTURE 
FUND 
Fund investing in 
Eleetronicec and 
selected for 


20 Exchange Pl., N. Y. 5 
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—Bought— Sold 
No.of No.of No. of No. of 
Trusts Shares Shares Trusts 

2 ee Pe Be eae Lee 12,800 2(1) 

2 3,400 Union Bag-Camp --_----------- 3,700 2 

2 Cy ee k,n oe 15,300 3(1) 

4(2) 6,500 International Paner __--------- 20,400 6(3) 

Public Utilities—Electric & Gas 

3 12,000 Arkansas & Louisiana Gas_-_-_-_- None None 

4(1) 64,700 Baltimore Gas & Electric__---~- None None 

1 Bee. Ge. PD kn bcnctcemnesn ~~ 9,000 1(1) 

2 13,300 Carolina Power & Light___-_--- None None 

1(1) 25,600 Central Hudson Gas & Electric 28,300 1(1) 

2 2.100 Central Illinois Public Service__ None None 

3(1) 26,500 Central & South West___------- 1,000 1 

1 500 Cincinnati Gas & Electric__-_-~_~- 4,600 1(1) 

4(1) 14,254 Columbia Gas System____---_~-- 37,000 1 

2 5,000 Columbus & So. Ohio Electric__ None None 

2 2,000 Consolidated Edison (N. Y.)-._.__ None None 

2 2,000 Consumers Power __-__-------- 10,000 2(1) 

2(1) 26500 Te Peso Brectrie............... None None 

7 20,365 Florida Power ...........-.-..- - 4,000 1 

7(2) 10,800 General Public Utilities._._.._.._. 43,874 3(1) 

2 2,500 Gulf States Utilities_________. .~ 18,000 1(1) 

5(1) 36,240 Houston Lighting & Power__._.__ None None 

2 9,500 Buane Pemer: ....--...0 566.625 3,300 1(1) 

2 8,000 Illinois Power _- ee None 

2(1) 34,000 Insereenve Power ...<.uce-.3-- None None 

3 8,500 Iowa-Illinois Gas & Electric___- 2,000 1(1) 

3(2) 25,400 Long Island Lighting_____--_- ~~ None None 

1 21,600 Louisville Gas & Electric______ 18,000 1(1) 

4+ 20,300 Middle South Utilities_._._..._._._._ 25,400 d 

1 29,100' Montana Power ----.~---------- 39,100 1 

1 3,000 Northern States Power___-._--.. 4,200 1 

2(1) 8,500 Philadelphia Electric _____.___. None None 

5(1) 45,500 Public Service Electric & Gas_. None None 

4 6,000 Public Service of Indiana__-_-~-~- 10,000 1 

1 2,000 Puget Sound Power & Light.__. 7,000 1 

3 22,500 Rochester Gas & Electric___--_~ 83,800 1(1) 

2 4500 St. Joseph Light & Power__--- None None 

2 33,000 San Diego Gas & Electric___._... None None 

3 6,000 South Carolina Electric & Gas_. None None 

3(1) 27,300 Southern California Edison_---—- 2,000 1 

4 28,317 Southern Co, —_--- ; None None 

2(1) 18,500 Southwestern Public “Service. ne 9,300 1(1) 

2(1) 8,100 Tampa Electric -------- LAdcn Se 1 

4(1) 11,000 Virginia Electric & Power_. _. None None 

3(1) 24,400 West Penn Electric_-_- 45,788 2 

2 1,060 Wisconsin Electric Power 4 1,320 1(1) 

None None Dayton Power & Light__- _. 10,800 3 

None None Florida Power & Light_-_- ee 6,000 1) 
None None New England Electric System__ 21,300 
] 4,000 Niagara Mohawk Power _ 11,000 302) 
1 1,000 Ohio Edison . 6,700 2(2) 
2(1) 26,000 Pacific Gas & Electric. n« conee J 
None None Pennsylvania Power & Light___ 31,800 2(1) 
1(1) 6,000 Peoples Gas Liaht & Coke_. 19,600 2(2) 
None None Potomac Electric 14,500 2 
None None Union Electric (Mo.)--~-~-- _. 17,000 2(1) 
Public Utilities—Telephone 
2(2) 35,000 General Telephone - None None 
1(1) 4,000 Peninsular Telephone 3,000 1¢1) 
3 1,300 American Tel. & Tel. 38,100 vis) 
Radio, Television and Motion Pictures 
4 41,300 Amer. Broadcast.-Paramount - 24,500 3(3) 
2(2) 24,500 Columbia Broadcasting “A” . 23,744 2 
2(1) 12,300 Motorola -------- ‘ 3,000 1 
2 3,000 Paramount Pictures 7,000 2(1) 
2(1) 4,700 Storer Broadcasting -- None None 
2(2) 10,500 20th Century-Fox -- None None 
1 500 Zenith Radio —_------ 3,300 3(1) 
Railroads 
4 29,900 Atchison, Topeka & Santa Fe 132,400 2 
2(1) 7,600 Baltimore & Ohio__-. ; None None 
3(1) 38,300 Chesapeake & Ohio 6,000 2(1) 
1 1,000 Denver & Rio Grande 4,000 1(1) 
2(1) 2,500 Great Northern . 1,500 1 
3 54,200 N. Y., Chicago & St. Louis 73.400 2(1) 
3(1) 11,800 Norfolk & Western 1,000 1 
2 15,000 Southern Pacific None None 
4 16,550 Southern Railway 21,950 4(2) 
4(2) 35,000 Union Pacific 30,000 ] 


Continued on page 26 
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DEIAWARE DISTRIBUTORS. INC. 


300 Broedway *« Camden 3, N. J. 


i 
THE NEW 















Cahill Bloch Smith Gallatin 


Bloch, 11 Wall St.. 
members of the New York Steck 
Exchange, 
changed to Cahill & Bloch, Smith 
& Gallatin. 
member 
become 
William 
Margaret de 
become limited partners. 


(497) & 






























name of Cahill & 
New York City. 


The firm 


on Aug. 1 will be 
Bechler 
will 
and 
anc 
wil! 


H. John 
the Exchange, 
a general partner 
de Forest Smith 
Forest Smith 


of 








NEW ENGLAND 


Incorporated 
Founded 1898 ' 
BOSTON 
NEW YORE PORTLAND 
HARTFORD BANGOR HARRISBURS 
as } 


FUND 


ORGANIZED 1931 





National Distributor 


Coffin & Burr 














ABERDEEN. 
FUND 


DESIGNED 
FOR 
LONG-TERM 
GROWTH 
POSSIBILITIES 


Prospectus from your dealer 
or mail coupon today to; 


——DAVID L. BABSON—— 
MANAGEMENT CORPORATION 


Dept. CFC-54 
120 Broadway, New York 5, N. Y. 


Please send Aberdeen Fund Prospectus 
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| Massachusetts 


Life Fund 


A balanced mutual fund providing 
for distribution of income and prin- 
cipal in accordance with an individ- 
ual trust account for each investor. 










Massachusells Hospital Life 
Insurance Company, Trusse 
Founded 1818 
Prospectus from your 
Investment Dealer or 
MASSACHUSETTS LIFE FUND 
DISTRIBUTORS 


50 Srare Srxext, Boston 9, Mass. 
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PHILADELPHIA 4| How 9 sell 
FUND more mutual funds 
Sales helps that really help! 


A hard hitting, proven service planned to bring you more sales — more 
profits. The most comprehensive series of timely business builders and 
selling aids ever developed for investment brokers. 





THE INSTITUTIONAL 
BOND FUND 


A High-Grade Bond Fund 
* 
















BOND FUND 


A Good-Grade 
Diversified Bond Fund 








; 
Offers you all of these features: 
1. Unique sales campaigns tailored to your specific needs. Acr Now: 
2. Direct mail letters for your exclusive use. ties interms, 
aan 3. Continuous research and statistical data on Mutual Funds. our teday abou, 
Prospectus on Request 4. Monthly Letter and other special studies — to keep Dean i™ 
For Proenecius on these ond you on top of all Fund developments. the prog & 
Pp . 5. The necessary sales tools and aids — to help you fresp ram of 
16 Industry Classes write to FAHNESTOCK « CO. 


turn opportunities into sales. tonal ident 
} ARTHUR WIESENBERGER & CO. 


Members: N.Y. Stock Exchange * American Stock Exchange 
61 BROADWAY, NEW YORK 6. N.Y. TELETYPE: NY1-420 


@ Distributor 
Distributors Group, Incorporated 


63 WALL STREET, NEW YORK 5,N. Y. 


123 South Broad St., Philadelphia 9 
Telephone: KIngsley 5-3311 
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NEWS ABOUT BANKS 


CONSOLIDATIONS 
NEW BRANCHES 
NEW OFFICERS; ETC. 
REVISED 
CAPITALIZATIONS 


AND BANKERS 





The First National City Bank 
of xew York announced on Juiy 
23 that 1.973.426 shares (98.7%) of 
the 2,000.00 additional shares of 
its capital stock which were of- 
fered to shareholders at $60 per 
share were subscribed for through 
the exercise of the rights issued to 
shareholders. The rights expired 
July 22. The offering was under- 
written by a group of investment 
bankers headed by the First Bos- 


ton Corporation. 
The sal was formally com- 
pleted on Friday, July 26. From 


the $120.000.000 proceeds, $40,000,- 


000 will be added to the capital 
of the bank and $80,000,009 to sur- 
plus. With these changes the cap- 
ital will be increased trom $200.- 


000.000 — t- 
surplus f1 


$240,000,000, and the 

$300.000.000 to $380.- 
000,000. J ling undivided pret 
its of over $76,000,000, total capital 
funds of tne bank alone will be 
over S696.014+.000: and includins 
the capita! iunads of the City Bank 
Farmers Trust Company. approxi- 
mately $34,000,000, the total will 
epproximate $730,000.000. This to- 
tal does include unallocated 
reserves ot the bank of more than 
$100,000.00 


Irving Trust Company, New 
York ann ces the promotion of 
Maurice Cusack and Clarence H. 
Vion to Assistant Vice-Presidents 
and Eugene J. McCabe to Assistant 


Secretary 


Both Ni Cusack and Mr. Vion 
are associcsted with the bank's 
Internatic Banking Division 
Mr. Cusack is assigned tc the 
European District and Mr. Vion 
is concern vith the solicitation 
of foreig isiness in New York 
and New Jersey. 

Mr. McC; is an administraior 


s and escrows in the 


Division 


of trusteeshi) 
Corporat: ust 

Bankers Trust Co., New York 
elected Walter I. Hughes and C. 
tussel Sigler Trust Officers, 
George F. Carse and Herman R 
Frenzel, Assistant Vice-Presidenis 


and Gerald Guiltinan and Sey- 
mour Perkins, Assistant Treas- 
urers. 

John J. AXloynahan has been 


elected Assistant to the President 


of the New York Savings Bank, 
New York effective Aug. 5, Rich- 
ard L. Maloney Jr., President an- 


nounced or July 29. 


The Trus’ 
ings Bank of 


es of the Dollar Sav- 
the City of New 


York elected Edwin J. Hoskins 
Vice-President and Comptroller: 
Robert Weiss. Treasurer: Alice I. 
Damseaux. Secretary, and Ian D. 
Smith Assistant Comptroller. It 
Was ani ced by Robert M. 


Catharine. Chairman of the Bank. 


The resicnation of Mr. Grant 
Van Sant. Jr.. a Director and Ex- 
ecutive Vice-President of the Vai- 
ley Stream National Bank and 
Trust Compzny. has been accepted 
with regrets hy the Board of Di 
rectors. ¢ rding to an announce- 
ment by George Auslandey, 
Chairmai Myr. Frederick Hain 
feld, Jr.. ‘esident of the Lowe 
island Trust Compans, Garden 
City. N. Y. nounced the election 
of Mr. V: Sant as a Vice-Presi- 
dent effective Aug. 16. Mr. Van 
Sant will in charge of Brancl 
Operations of the Long Island 


Trust Co any 


Peter H 
dent of ths 


‘looney, a Vice-Presi- 
Cohoes Savings Bank, 


Cohoes, N. Y.. died July 25 at the 
age of 89 years 
By a st dividend The Board- 


walk National Bank of Atlantic 
City, New. Jersey, increased its 
common capital stock from $1,- 
500,000 to $1,800,006 by a stock 
dividend etfective July 16. (Num- 
ber of:shares. outstanding — 18,00a 
shares,:par value $100.) 
T. Philip Reitinger, President of 
the Montclair Savings Bank, 
Montelair, N. J., died July 25 at 
the age of 62. Mr. Reitinger came 
to the Bank in 1940 as Assistant 
to the President and became 
President in 1941. He was former- 
ly investment head of the trust 
department of the Guardian Trust 
Company in Cleveland, Ohio. 


James B. Mercer, Jr., ard 
Nicholas K. Braun were elected 
Directors of the City Bank & 


Trust Co., Reading, Pa. 
¢ ~ 

The common capital stock of the 
Lincoln Nationa] Bank and Trust 
Company of Fori Wayne, Indian, 
was increased from $2,000.009 to 
$2,500,000 by the sale of new stock 
effective July 12: and from $2,- 
500,000 to $3,000,000 by a= stock 
dividend effective July 16. (Num- 
ber of shares outstanding—150,000 
shares, par value $20.) 

Chicago’s newest skyscraper is 
to be a 23 story bank and office 
building to provide an enlarged 
home for Harris Trust and Savy- 
ings Bank, Chicago, Tli. Kenneth 
V. Zwiener, President. announced 
that the bank’s stockholders, at a 
special meeting held July 24, gave 
their approval to the building pro- 
gram previously adopted by the 
board of direciors. 

The building will be constructed 
at the southwest corner of Monros 
and Clark Streets cn properties 
purchase’: earlier by the bank. 

Mr. Zwiener that 
demolition will start shortly on 
the two-story building at the 
south end of the property and on 
the 16-story building at the corner 
ci Monroe. Various departments 


announced 


of the bank now occupying six 
tloors of this latter building are 
being moved temporarily to re- 


modeled quarters in the building 
immediatelv west of the present 
Harris Trust Building, which was 
purchased by the bank last year. 


Upon completion of the new 
structure, scheduled for January, 
i960, the bank plans to concen- 


trate all its operatiotis in the first 
eight floors and basement areas of 
the combined buildings. The top 
of the building will be utilized by 
the bank at the 23rd floor level 
for the directors’ room and guest 
dining facilities. 


Effective July 16 the National 
Bank of Austin, Chicago, Ill., in- 
creased its common capital stock 
from $400,000 to $500,000 by a 
stock dividend. (Number of shares 
outstanding 10,000 shares, par 
value $50). 


Mr. Joseph M. Dodge, Chairman 
of The Detroit Bank and Trust 
Company, Detroit, Mich.. an- 
nounced the following appoint- 
ments made at the Board of Di- 
rectors meeting July 23 

Banking Department Mr 
Emery J. Gesell, Assistant Cashier 
to Assistant Vice - President. 
Messrs. J. William Berns, Rollo G. 
Fisher, Joseph B. Fresard, Donald 
R. Mandich, and John B. Watkins 
to Assistant Cashiers. 

Trust 
George B. Hefferan and James F. 


Department Messrs 
Vice - Presi- 
dents and Assistant Trust Officers 
to Trust Officers. 


Simpson, Assistant 


Number 5660 ...The Commercial and Financial Chronicle 


Mr. W. Howard T. Snyder to 
Assistant Trust Officer. 


The Merehants National Bank of 
Michigan City, Michigan City, Ind. 
with common stock of $200,000, 
consolidated with the Wanatah 
State Bank, Wanatah, Ind., with 
capital stock of $60,000, consisting 
of $25,000 common stock and $35,- 
000 of capital debentures. Effec- 
tive as of the close of business 
July 13. The consolidation was 
efffected under the charter and 
title of “The Merchants National 
Bank of Michigan City.” 

At the effective date of consol- 
idation the consolidated bank will 
have capital stock of $365,000, di- 
vided into 36,500 shares of com- 
mon stock of the par value of $10 
each; surplus of $210,000; and un- 
divided profits of not less than 
$66,487. 


The First National Bank of Kan- 
sas City, Mo., increased its com- 
mon capital stock from $4,250,000 
to $5,000.000 by a stock dividend 
effective July 15. (Number of 
shares outstanding 200,000 
shares, par value $25.) 


The common capital stock of the 
Industrial National Bank of Miami, 
Fla., was increased from $1,035,000 
to $1,207,500 by a stock dividend 
effective July 19. (Number of 
shares outstanding—120.750 shares, 
par value $10.) 


Bank of Texas, Houston, Texas, 
elected Leslie Coleman, President, 
succeeding George A. Butier, who 
was named Chairman of the 
Board. 


The Standard Bank of South 
Africa Limited, London, England, 
announced on July 29 that: 

The High Court sanctioned, ef- 
fective July 26, 1957, the Scheme 
approved by shareholders at the 
Extraordinary General Meeting 
held June 19, 1957, to reorganize 
the capital structure ot the bank 
by: 

(1) Cancellation of the uncalled 
liability of £1 per share on all 
the 5 million issued shares of £2 
each. 

(2) To restore the authorized 
capital to its present figure £17,- 
000,000 by the creation of five bil- 
iion new shares of £1 each. 

(3) To capitalize £160,000 out 
of share Premium Account and to 
utilize it in paying up in full 160,- 
000 shares of £1 each which will 
be allocated to the holders of the 
previous four million fully paid 
£1 shares in proportion of one 
new share for each 25 held. 

Thus all shares in the capital 
of the bank resulting from th« 
provisions of the Scheme, namely, 
17,000,000 shares of £1 each, now 
form one uniform rank. 


Roderick Moore Named 
Gov. of 1.B.A. 


Roderick D. 
partner in the 
of Branch, Ca- 
bell & Com- 
pany, Rich- 
mond, Va., has 
been elected 
to serve on the 
30ard of Gov- 
ernors of the 
Investment 
Bankers 
Association of 
America for a 
three-year 
term, begin- 
ning with the 
1957 Conven- 
tion of the 
Association. 
Mr. Moore is former Chairman 
and at present a member of the 
Executive Committee of the South- 
eastern Group. 


Joseph H. Fauset 
Joseph H. Fauset, 
Fauset, Steele & Co., 
passed away July 24. 


general 
firm 


Moore, 
investment 





Roderick D. Moore 


partner in 
Pittsburgh, 
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|B ank and Insurance Stocks 


By ARTHUR B. WALLACE 





———$$______ 





This Week — Insurance Stocks 


As was brought out in the case 
of price changes over a five-year 
or a ten-year period, the change 
in investment income among the 
more active fire and casualty in- 
surance stocks shows wide varia- 
tions from company to company. 
In a general sense it may be said 
that the units that show the best 
growth in earnings from under- 
writing also show better than 
average results so far as invest- 
ment income is concerned. There 
are a few exceptions, but this 
holds good pretty much through 
the list, and, of course, appears to 
come about as a result of out- 
standing top management. And 
it is logical that the more astute 
the top management, the more 
likely it is that the best available 
talent will be obtained to operate 
botn portions of the business, un- 
derwriting and investment. 

Of course, other factors enter 
into the picture, too. In a long bull 
market in equities such as we have 
experienced in the current phase, 
the companies th.t have concen- 
trated in common stocks have ex- 
perienced the best growth in in- 
vestment income. As, by-and-large, 
insurance company investment 
managements do little investing 
in common stocks, except in the 
better grades of equities, it fol- 
lows that the growth in income 
is relatively consistent; they do 
not seek marginal situations, and 
hence are not faced with marginal 
behavior of their investment in- 
come. 

Another factor that greatly in- 
fluences the movement in invest- 
ment income is the growth in the 
volume of premiums. Naturally, a 
strong rate of increase in premium 


volume brings in more funds for 


investment. Digressing briefly, it 
may be pointed out that under 
present abnormal conditions of 
heavy losses the funds available 
for losses leave less-than-usual 
amounts for investment. Many 
security salesmen hear this plaint 
from insurance company invest- 
ment managers when the sales- 


men offer securities, “No, we have 
no funds except to pay for losses.” 
But to return, a company such 

Continental Casualty has in 
recent years experienced a far 
greater percentage increase’ in 
premiums written than other large 
companies. The following brings 
out the point: 


as 


Net 
Premiums Written Change 
Continental Casualty 
1931... $115,657,000 
1955. _- 196,404,000 44-70% 
Hartford Fire 
1951_. $293 924,000 
1955___. 343,446,000 17% 
Ins. Co. of No. America 
1951_ $203 505,000 
1955 269,685,000 +33% 
Whether we use a percentage 


or a dollar basis for the increase, 
Continental Casualty showed a 
greater increase in premium re- 
ceipts and, on the basis of asset 
size, Hartford ranks first among 
stock companies; Insurance Co. of 


North America third; Continental 
Casualty eleventh. (Alfred M. 
Best Co. data, Dec. 31, 1955.) The 
percentage gain in investment in- 
come for these three companies 
was: 


5¥rs. 10°¥rs. 
Continental Casualty 86% 307% 
RP nek 55 200 
Ins. Co.of No.Amer. 44 170 


Thus growth in premium vol- 
ume begets growth in income 
from investments. 


Income from investments is im- 
portant to the insurance stock- 
holders as almost all companies 
gear their dividend payments to 
that portion of a company’s profit. 
There are abnormal periods when 
this is a less faithful rule-of-thumb 
than usual, such as at present 
when dividend payments by many 
companies are held down because 
of the need to conserve cash to 
pay losses; but over the longer 
range it is the general practice. 
Thus the company that shows the 
greater gains in investment in- 
come may well be expected to 
increase dividend disbursements 
more frequently. 

The following schedule gives 
the five-year and the ten-year 
increase in income from invest- 
ments of a number of leading fire 
and casualty companies: 

5 Yrs. to 10 Yrs. to 


12/31/56 12/31/56 
Aetna Fire 34° 109% 
Agricultural 22 60 
American Ins 40 190 
Bankers & Shippers 53 185 
Eoston Insurance 23 143 
Continental Insurance 26 114 
Federal Insurance 59 192 
Fidelity Phenix 31 119 
Fire Association 35 147 
Fireman’s Fund 56 210 
Firemen’s Insurance 28 197 
Glens Falls 35 119 
Great American 60 190 
Hanover Ins 36 89 
Hartford Fire 55 200 
Home Insurance 23 160 
Ins. Co. of No. America 44 170 
National Fire 41 109 
National Union 57 203 
New Hampshire 35 85 
Northern Ins. 50 220 
North River 23 83 
Pacific Fire 53 179 
Phoenix Ins. 32 78 
Providence Wash. —3 37 
St. Paul Fire 38 148 
Security Ins 25 62 
Springfield Fire 18 96 
United States Fire 35 127 
Westchester Fire 24 135 
Aetna Casualty 55 176 
American ReInsur 46 213 
American Surety 13 51 
Continental Casualty 86 307 
Fidelity & Deposit 42 107 
Massachusetts Bonding 42 82 
Seaboard Surety 60 193 
U. S. Fid. & Guaranty 45 268 


Bennett-Gladstone Adds 


(Special to Tou FrNaNcIaAL CHRONICLE) 
LOS ANGELES, Calif—Herb N. 
Jones and Robert Roth have been 
added to the staff of Bennett- 
Gladstone-Manning Company, 
8417 Beverly Boulevard. 


Joins Mitchum, Jones 


(Special to THe FINANCIAL CHRONICLE) 


LOS ANGELES, Calif.—Berwyn 
W. McDowell has become affili- 
ated with Mitchum, Jones & Tem- 
pleton, 650 South Spring Street, 
members of the New York and 
Pacific Coast Stock Exchanges. 





NATIONAL BANK 
of INDIA, LIMITED 


Bankers to the Government is 
Kenya Colony and Uganda 
Head Office: 26 Bishopsgate, 
London, E. C. 2. 

West End (London) Branch: 
13, St. James’s Square, S. W. 1. 
Branches in India, Pakistan, Ceylon, 
Burma, Aden, Kenya, Tanganyika, 
Uganda, Zanzibar, and Somali- 


land Protectorate. 
Authorized Capital____£4,562,500 
Paid-Up Capital___~-~- £2,851,562 
Reserve Fund___-- __£3,104,687 


The Bank conducts every description of 
banking and exchange business. 
Trusteeships and Executorships 

also undertaken 








Second Quarterly Analysis 


13 N. Y. GITY 
BANK STOCKS 


Bulletin on Request 


Laird, Bissell & Meeds 


Members New York Steck Exchange 
Members American Stock Exchange 
120 BROADWAY, NEW YORK 5, N. Y. 
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Continued from page 3 


Credit and Interest Rates 
In the Investment Boom 


ime and again been a source of 
strain in tne market piace. 

In recent months, long-term 
security issues heave increased 
sharply, and the amount of new 
financing in the market so tar 1n 
1957 has set a new record. Cui 
rent capital demands have ap- 
parently been augmented by a 


backlog of financing carried over 
from last year; it seems that more 
ind more corporate treasurers and 
municipal authorities are reconcil- 


ing themselves to higher borrow- 
ing costs and are now ready to 
pay the going rate. Also, the re- 
cent improvement in busines; 
sentiment may have prompted 


borrowers to finance themselves 
now rather than risk even tighter 
credit and higher interest rates 
later. 

In addition to the backlogs, new 
investment activity continues high 
and rising. A greater volume of 
public utility issues is a natural 
corollary of mounting capital ex- 
penditures in this industry. Petro- 
Jeum companies have also bor- 
rowed heavily in recent months; 
the Suez crisis greatly stimulated 
shipbuilding and tanker loans, and 
acquisitions of new leases in 
Venezuela have recently added to 
requirements for funds, Demands 
for financing domestic pipelines, 
service stations, and other facili- 
iies have also been heavy. Finally, 
in view of the huge rise in the 
short-term indebtedness of busi- 
ness in 1955 and 1956 and the 
corresponding decline in business 
liquidity, the purpose of some 
jJong-term financing may well be 
to refund bank loans and redress 
‘current positions. 


Pressure on the Treasury 

The economic forces that have 
poosted requirements for lonz- 
cerm financing have also contrib- 
utea to the debt management 
problems of the Treasury. In the 
jJatter part of 1956, Federal spend- 
ing especially for national defense 
began to climb sharply — partly 
because of rising costs—thereby 
reducing the already modest casi 
surplus. Toward the close of the 
year, developments in the Middle 
East made it necessary for the 
International Monetary Fund to 
redeem a large volume of Treas- 
ury notes in order to raise funds 
for the support of sterling. Early 
in 1957, redemptions of savings 
bonds stepped up rapidly as 
holders switched into other and 
more attractive investment out- 
jets. Also, many holders of matur- 
ing Treasury securities, pressed by 
liquidity problems, spurned the 
‘Treasury’s exchange offerings, and 
unusually large amounts were 
turned in for cash. 

All this resulted in a substantial 
drain on the Treasury’s cash re- 
sources, and the Treasury had to 
raise unexpectedly large amounts 
of cash in the first half of the 
calendar year; previously, it had 


been the pattern for the Treas- 
urys cash requirements in the 
January-June period to be met 


out of the disproportionately large 
lax receipts thet normally ac- 
cumulate at that time. This year, 
the Treasury borrowed close to $6 
billion of new money in the first 
half of 1957 and another $3 billion 
was raised through tax anticipa- 
110n 


bills at the start of tie 
second half. These large opera- 
vwions required considerable sup- 


port from the commercial bankin;* 
system. 


Federal Reserve Policy 

Meanwhile, the Federal Re- 
serve so far in 1957 has continued 
its generally restrictive credit 
policy. While the money market 
eased avpreciably for a few weeks 
early in the year, this was fol- 
lowed by renewed tightness. With 


loans still high and reserve posi- 
tions under rather constant pres- 
sure, the commercial banks have 
of necessity been more selective 
in their lending operations. 
Underlying inis policy of con- 
tinuing credit restraint is not only 
the persistence of the investment 
boom but also the fact that busi- 
ness sentiment has remained gen- 
erally optimistic in 1957, and, in- 
deed, seems to have strengthened 
further in recent months. This is 
all the more remarkable since 
some of the business news has 
been discouraging. Yet, despite the 
sag in home building, cutbacks in 
household appliances, disappoini- 
ing automobile sales, price drops 
in some commodities, and a lower 
rate of steel output, industrial 
production has cased only mildly 
and employment has set new 
records. Strength in general busi- 
ness has thus added to the finan- 
cial needs of the economy while 


at the same time making con- 
tinued credit restraint necessary 


to curb price inflation. 
Continuing Pressures Ahead 
The broad forces that have in- 
fluenced the credit markets so 
far this yeur are likely to con- 
tinue 


active through the re- 
mainder of 1957. Business senti- 


ment remains strong, capital out- 
lays are well sustained, and in- 
flationary forces are still at work. 
In addition, the Treasury faces 
further and presumably greater 
problems of debt management this 
year, and this may well have an 
important bearing upon the 
climate of the market place. 

Business Prospects— The general 
treiid of business appears as the 
most important single factor in 
the credit situation. After some 
seasonal slack in production dur- 
ing the summer months, a_ rc- 
newed increase in the fall seems 
a good guess. As yet there is little 
evidence of strength sufficient to 
give the economy another major 
upward thrust, but confidence is 
buoyant, and most corporate man- 
agements, as well as many econ- 
omists, expect an upturn in the 
latter part of 1957. 

At the same time, the economy 
is likely to feel the continued 
strength of basic inflationary 
forces. Indeed, inflation  psy- 
chology seems widespread; tne 
prospect of a rising wage-cost- 
price level is being accepted com - 
placently and is even welcomed 
in some quarters. Even if the 
physical volume of business ac- 
tivity later in the year should not 
differ much from the present, 
therefore, dollar measurements 
may well be expanded as a result 
of the wage increases now under 
way, bringing renewed price rises 
not only in steel, but probably in 
uutomobiles and other industries 
as well. Should inflationary forees 
take hold in a substantial way, 
demands for funds would continue 
to grow and would accentuate the 
forces tending toward tighter 
credit and higher interest rates. 

Assuredly, this prospect is not 
a foregone conclusion. A host 


conflicting forces are at work at 
all times in our complex econ- 
omy. Rising costs may be mod- 


erated by higher productivity, and 
price advances may be tempered 
by competition. Moreover, busi- 
ness expectations may shift ran- 
idly, bringing cutbacks in invest- 


ment programs and_ additional 
liquidation of inventories. Such 
a course of events would mate- 


rially reduce and might even re- 
verse the upward pressures upon 
interest rates. It must be recog- 
nized, however, that present signs 
do not herald such a development 
in the near future: on balance, it is 
doubtful that economic prospects 


of 
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will decline so rapidly as to bring 
about a sustained easing either of 
credit policy or of basic market 
pressures in the months ahead. 
Further Demands for Capital—- 
This outlook for relatively tight 
credit for the time being is sup- 
ported by the sustained high de- 
mands for investment funds. The 
new issue calendar is still rela- 
tively heavy and there is little 
doubt of the strength of the in- 
vestment boom through 1957 at 
least; capital programs and spend- 
ing forecasts indicate that busi- 
ness managements intend to keep 
the rate of outlays on plant and 
equipment on a high level, while 
the steady expansion in outlays 
on public works makes for a ris- 


ing volume of municipal issues 
over time. The huge volume of 
new issues already placed as- 


suredly raises a question whether 
the pace of long-term financing 
will be maintained through the 
remainder of the year; the volume 
of new issues may well recede in 
the months ahead, and this could 
bring some temporary relief in 
the market place, but the basic 
situation continues to be one of 
demands for capital substantially 
exceeding the amount of new sav- 
ings. 

Financing the Government—The 
Treasury has now entered the 
second half of the calendar year, 
a time when financing require- 
ments are always heavy. In addi- 
tion to a cash deficit of $6. bil- 
lion, the Treasury faces maturities 
of certificates and notes in the 
amount of $24 billion, about $9 
billion of which are held outside 
the Federal Reserve banks. The 
wide choice of high-yielding in- 
ment outlets in the corporate, 
municipal and real estate mort- 
gage field incident to an invest- 
ment boom greatly complicates 
the Treasury’s problems of re- 
financing maturities as well as of 
raising new money. Investors 
have no incentive to add to their 
Government portfolios, except for 
the placement of short-term 
funds. As a result, Treasury of- 
ferings other than of the shortest 
maturity have met with cool re- 
ception in the current market and 
are unlikely to return to favor as 
long as the investment boom con- 
tinues. 

Also, some $13 billion of savings 
bonds of Series F, G, J and K are 
outstanding: these are held mainly 
by large investors sensitive to the 
greater attraction of other invest- 
ment opportunities, and most of 
the recent upsurge in premature 
redemptions have been in these 
issues. Finally, there are some 
$41 billion of Series E and H sav- 
ings bends outstanding, and while 
turn-ins here have not been a big 
problem so far, the overhang of 
so large a debt payable on de- 
mand is not a reassuring prospect 
in an environment where mate- 
rially higher yields on other ob- 
ligations provide a constant in- 
ducement to redeem Governments 
in advance of maturity. 

Although the problems of debt 
management are formidable, it 
would be misleading to suggest 
that the Treasury faces a crisis 
or, as some have put it, that in- 
vestors are losing confidence in 
the Government’s credit. If in- 
yvestors today are reluctant to buy 
Treasury securities, it is not be- 
cause of any question regarding 
the credit of the United States 
Government but because more at- 
tractive yields are obtainable on 
other high-quality obligations. 
Nor is inflation psychology of sig- 
nificance for institutional inves- 
tors, demonstrated by their 
continuing purchases of fixed-in- 
come securities. The Treasury's 
difficulties are due not to loss of 
faith in its securities but to the 
state of the market. 

Even under present market con- 
ditions, the Treasury could doubt- 
less compete successfully with 
other borrowers if the debt man- 
agement authorities were willing 
to offer a long-term marketable 


as 


bond at a sufficiently attractive 
yield. However, such a decision 
would depress the prices of out- 
standing Government bonds, ac- 
centuate uncertainties in the 
credit markets, stimulate another 
advance in interest rates gener- 
ally, and raise the carrying cost 
of the public debt. This is a haz- 
ard the Treasury has so far been 
unwilling to incur: the last issue 
of a marketable long-term Treas- 
ury bond was in June 1955. A 
short while ago, moverover, the 
Treasury decided against making 
an exchange offering to holders 
of Series F and G bonds designed 
to discourage redemptions. All 
this indicates that the Treasury is 
not inclined to undertake long- 
term financing in the current eco- 
nomic environment. 

Consequently, prospects are that 
the Treasury, to meet its cash re- 
quirements in the coming months, 
will rely heavily upon short-term 
securities, including tax anticipa- 
tion issues due in March and June 
1958, and perhaps also larger 
weekly offerings of Treasury bills. 
Such a financing program may 
be expected to provide outlets for 
corporate tax accruals and other 
near-term investment needs, but 
as in the past the commercial 
banks will presumably be _ re- 
quired to increase substantially 
their holdings of Treasury securi- 
ties, at least until funds accumu- 
late with the ultimate purchasers. 
A prerequisite, therefore, is that 
the Federal Reserve make avail- 
able to the member banks the re- 
serves needed to support the 
Treasury’s operations, and this 
confronts the credit authorities 
with some basic decisions of 
policy. 

Decisions for Credit Policy — 
With the dollar volume of output 
hitting new peaks and costs and 
prices still pressing higher, the 
economic environment indicates 
no basic departure from a policy 
of credit restraint. However, since 
the Treasury at the same time 
will find it necessary to rely 
heavily upon the commercial 
banks for its new money financ- 
ing, the Federal Reserve will be 
required to supply the banking 
system with sizable reserves. This 
need not, of course, bring about a 
relaxation of tight credit; the 
Federal Reserve may make funds 
available in so chary a fashion as 
to keep reserve positions under 
fairly continuing pressure. Also, 
seasonal factors, such as rising 
money in circulation and higher 
bank loans, tend to tighten the 
money market in the latter half 
of the year. 


Essentially, however, the Treas- 
ury borrowings supported by bank 
credit are in conflict with the 
aims of a restrictive general credit 
policy and tend to make more 
troublesome the moderation of in- 
flationary pressures. Such bor- 
rowings inevitably add to the 
liquidity of the banking system 
and of others, and thus provide 
some escape from the operations 
of Federal Reserve policy. The 
history of most of the postwar 
period amply demonstrates the 
difficulty—if not impossibility—of 
controlling credit when the econ- 
omy is amply endowed with liquid 
assets. 

Some Questions for the Future 

Much of the present tightness 
is the credit and capital markets 
clearly reflects the fact that the 
economy as yet seems to see no 
end to the sustained business and 
investment boom. In such an en- 
vironment, the record of the past 
fews years raises some difficult 
and disquieting prospects over the 
long-term. One problem that 
our economy in the years ahead 
may face a persistent excess of 
capital requirements above what 
can be financed out of new sav- 
ings. Also, it has become increas- 
ingly evident that financing needs 
are being enhanced importantly 
by rising costs and prices: there 
are signs that this trend is not 
merely a corollary of a business 


is 


boom but a more basic fixture 
of our modern economy. Further- 
more, the Federal Government 
and the Federal Reserve authori- 
ties are under constant pressure 
to relieve the problems of certain 
groups of borrowers by making 
funds available under conditions 
which would minimize the ef- 
ficacy of an _ anti-inflationary 
policy, add to the problems of 
Treasury financing and increase 
the hazards to the long-range 
growth of the American economy. 

Prospective Needs for Capital— 
The crucial question is how long 
our great capital goods boom is 
likely to continue. Over a period 
of years, investment outlays tend 
to be a fairly volatile component 
of our economy and projections 
based on current conditions could 
well prove misleading in the years 
ahead. Nevertheless, the weight 
of present evidence suggests that 
demands for capital funds may re- 
main substantial over the longer- 
term. 


One broad class of capital 
spending which is clearly in a 
rising trend is public works. 


Needs are large and backlogs in 
some categories are still growing 
more rapidly than can be met 
by current programs. Moreover, 
construction costs are rising faster 
than any other major cost in our 
economy. All this spells growing 
capital requirements in this sector 
for many years ahead. 


In another area of investment, 
namely, residential building, the 
probabilities are that.a peak has 
been passed some time ago. The 
high rate of building of recent 
years has materially reduced 
housing backlogs, and large out- 
lays for modernization and re- 
pairs have further diminished the 
urgency for new home building. 
In addition, family formation has 
been declining for a number of 
years and this has apparently 
come to be reflected in fewer new 
demands for homes. Also, higher 
prices of new houses have without 
doubt contributed to the drop in 
buying interest. Some added sup- 
port to housing, however, will be 
provided by the Federal Govern- 
ment, which is under strong and 
constant pressure to boost activity 
through public heusing,. slum 
clearance, and direct financing. 

Perhaps the most critical—and 
least predictable — factor in the 
outlook is the trend of business 
spending on plant and equipment. 
Powerful forces are at work to 
keep the level of such spending 
high and rising; these inelude ex- 
pansion of population and. mar- 
kets, the contribution of scientific 
research, pressures to cut costs, 
and growing needs for capital 
investment abroad. But restric- 
tive factors are also present, such 
as the emergence of excess ca< 
pacity, the inflated costs of con~ 
struction and equipment, the 
squeeze on profit margins in some 
industries at least, and the greater 
difficulties and costs of financ-~ 
ing. As of now, the sustaining 
forces are uppermost; there are 
few signs of any sizable easing 
of capital spending by business in 
the immediate future. Where the 
greater weight will lie over the 
long run is impossible to say; 
however, since investment pro- 
grams in many industries have 
their sights firmly fixed upon 
goals many years in the future, 
it probably would require a sub- 
stantial change in the economic 
climate to bring about so strong 
a contraction in business capital 
outlays as to reduce materially 
the volume of total investment— 
public and private—in our econ- 
omy. 

Costs and Prices—In addition 
to the direct effect of the invest- 


ment bocm upon the volume of 
financing, demands for. credit 
have been enhanced by rapidly 


rising prices for capital goods, a 
tight labor market and a business 
environment particularly condu- 
cive to the inflationary spiral. As 
prices climb, larger amounts are 



















































needed to finance building and 
construction, industrial equi p- 
ment, inventories and receivables; 
the cost of Government also tends 
to mount significantly, especially 
when so much of Government 
spending is on defense and public 
works. Moreover, as the recent 
record has reaffirmed, financing 
requirements in an _ inflationary 
environment tend to advance 
more rapidly than the flow of 
savings. 

Unfortunately, despite the gen- 
erally level course of the whole- 
sale price index for industrial 
products so far in 1957, the wage- 
cost-price spiral has not been 
halted; indeed, there seems little 
prospect that it will come to a 
halt in the predictable future. It 
has become quite clear by now 
that this spiral owes its existence 
to the widely accepted practice of 
raising wages, including so-called 
fringe benefits, far more rapidly 
than the estimated 2% annual 
long-term growth of productivity 
in the manufacturing sector of 
our economy. Moreover, not only 
is the untrend in production costs 
steeper than can be offset even by 
current huge industrial invest- 
ment and research expenditures, 
but in addition the incorporation 
of escalator clauses and cost-of- 
living adjustments in the long- 
term wage contracts of key ine 
dustries seems to assure a cone 
tinuation of this trend, and hence 
of a generally rising price level, 
for the years ahead, especially 
since a continued tight labor mar- 
ket is in prospect. 

We are thus confronted with an 
inflationary trend which is a new 
and distinctive feature in our 
economy and which was not 
present in other big investment 
booms, such as that of the 1920’s. 
Furthermore, unlike the _ infla- 
tionary waves of the early post- 
war years and again of the 
Korean war, which eventually 
subsided as accumulated demands 
were filled, the wage-cost-price 
spiral gives every indication of 
becoming a permanent institution. 
If this is so, its effects will cer- 
tainly add to the financing re- 
quirements of business and gov- 


ernment; very conceivably, it 
could also reduce the incentive 
to save. Thus the _ inflationary 


spiral may well keep alive and 
possibly broaden the gap between 
capital needs and savings tlow. 
And—it may be pointed out—by 
thus intensifying the competition 
for funds, the wage-cost-price 
spiral is-exacting a toll from pub- 
lic and private borrowers which 
is perhaps not generally realized, 
but is nonetheless real. 

Money and Credit Management 
—Sustained high investment out- 
lays in a dasically inflationary en- 
vironment would raise the pros- 
pect of continuing pressures in 
capital and credit markets. Mar- 
ket forces, if allowed to operaie, 
may be expected eventually to 
redress the situation, since interest 
rates would presumably advance 
to the point where the flow of 
savings is adequately stimulated 
and demands for funds are cut 
back. In the process, however, un- 
less the inflationary trend tapers 
off, markets would very likely 
experience repeated strains and 
stresses, and some borrowers would 
face vexing problems in raising 
funds. Coping with the infla- 
tionary spiral thus appears as 
the most urgent task of an effec- 
tive national economic policy 
seeking to foster long-term 
growth. 


Easier Credit Pressures 


Unfortunately, current indica- 
tions are that Government policies 
will be exposed to insistent pres- 
sures in the opposite direction, 
namely, to ease the shortage of 
funds and fhhold down the level of 
interest rates by means designed 
to strengthen the _ inflationary 
trend. These pressures are already 
apparent. Credit restraint has 
been the object of growing criti- 
cism in recent months on the part 
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of home builders, mortgage bor- 
rowers, many businessmen, and 
state and local governments; pro- 
posals are being pressed to ease 
credit for classes of borrowers 
considered particularly worthy of 
relief. Also, some members of 
Congress are disturbed over the 
effects of higher interest rates 
upon the carrying cost of the 
Treasury debt. Finally, some ap- 
prehension has been voiced that 
creidt restraint may keep the 
economy from achieving its maxi- 
mum growth potential. 

In seeking relief from tight 
credit, some would have the Fed- 
eral Reserve relax its policy of 
credit restraint and provide addi- 
tional reserves to the commercial 
banking system, thus enabling the 
banks to make loans more freely 
and presumably also easing inter- 
est rates. Unfortunately, such ac- 
tion would mean a corresponding 
increase in the money supply and 
thus in the inflationary potential 
of the economy, especially since 
it would come at a time when 
many businessmen and investors 
are becoming increasingly con- 
vinced that the price trend over 
the years is upward. 

The second line of approach 
propounded by advocates of easy 
credit is to have the Treasury 
provided generous funds to 
favored classes of borrowers. The 
Treasury is already being re- 
quested to make more credit 
available for direct lending on 
homes, public housing, slum clear- 
ance and the like, and each year 
brings larger appropriations tor 
the Small Business Administra- 
tion. As ever rising construction 
costs boost the financial needs of 
state and local governments, the 
Federal highway program and the 
proposed school aid program aye 
virtually certain to be followed 
further requests that the Federal 
Government either assume a 
larger share of the burden or help 
provide state and local govern- 
ments with the needed funds. 

The consequences of such pres- 
sures upon the Treasury are likely 
to aggravate the already formid- 
able problems of debt manage- 
ment. Coupled with widespread 
discontent at the present high 
levels of taxation and the uptrend 
of Government spending in gen- 
eral, these demands for additional 
Treasury funds seem to reduce 
even further the possibility of 
achieving a substantial Treasury 
surplus. At the same time, as long 
as the investment boom continues, 
the Treasury will find few in- 
vestors interested in the purchase 
of Treasury obligations unless the 
yields are made much more com- 
petitive than at present. With the 
maturity of the Government debt 
caeclining, the Treasury in that 
event would be forced to place 


increased reliance upon bank 
credit to provide the necessary 
financing and refinancing, The 


Federal Reserve, in turn, would 
be called upon to provide the 
banks with the reserves they need 
to assist the Treasury’s operations. 
This path, too, would thus lead to 
an increase in the money supply 
and to mounting exposure of our 
economy to inflationary pressures. 


A Concluding Comment 


Thus, the basic questions for 
our economy today may be put as 
follows: Can we halt the wage- 
cost-price spiral which has gradu- 
ally given our entire economy an 
inflationary complexion? Are we 
willing to allow market forces to 
bring investment outlays more 
closely in line with the available 
supply of savings? Can we resist 
pressures to use the commercial 
banking system, either directly or 
through the Treasury, in an effort 
to substitute bank credit for sav- 
ings capital? 

These issues are very real; they 
are more important today than at 
any time in our modern economic 
history. For obviously, reliance 
upon bank credit to meet the 
shortage of savings is no more 
than a temporary expedient. As 
inflation gathers momentum, fi- 





nancing requirements will in- 
crease apace, the problems of the 
Treasury will worsen, the de- 
mands upon the commercial banks 
will expand further, and bor- 
rowers will find they need more 
and more funds to match the ris- 
ing costs of capital goods. Nor is 
this approach likely to achieve a 
lower level of interest rates, ex- 
cept possibly in the short run, 
since mounting financial require- 
ments will necessarily add to the 
pressures upon the supply of 
credit and investment capital. 
These problems are not unique 
to the United States: they are 
shared to a greater or lesser de-- 
gree around the world, in under- 
developed and in mature econo- 
mies as well. The common risk is 
that market forces will be pre- 
vented from balancing the de- 
mands for capital with the supply 
of savings, that bank credit will 
be relied upon to help bridge the 
gap, that the consequent increase 
in the money supply will augment 
and accentuate inflationary forces, 
that inflation will become a per- 
manent feature of our way of life, 
and that its pace will accelerate. 


This analysis is presented not as 
a forecast of an inevitable course 
of future events but as a descrip- 
tion of the problems we may face 
if the investment boom continues 
vigorous and the _ inflationary 
spiral persists. Much depends upon 
the decisions of businessmen, labor 
union leaders and government. 
There are a few signs that some 
capital programs are being 
stretched out: a deferment of some 
outlays at this time would not 
only provide relief to the capital 
markets but also enhance the 
chances for sustainable economic 
growth in the years ahead. Un- 
fortunately, there is no evidence 
at all of greater moderation in the 
upward trend of wage rates; the 
broad gap between the advance of 
labor costs and the rise of indus~ 
trial productivity; which is at the 


root of our present inflationary 
problems, shows no signs of nar- 
rowing. Here business manage- 


ments and labor union leaders 
carry a joint social responsibility 
ot the highest order. 


Offers Suggestions 


Equally important are decisions 
in the field of public policy, in- 
cluding fiscal policy. One clear 
lesson is that under conditions of 
active business and booming cap- 
ital outlays, a larger budget sur- 
plus is essential, sufficient to meet 
sizable demands upon the Treas- 
sury’s cash position without large 
new borrowings. Another con- 
clusion is that our tax structure 
needs to be so revised that it will 
stimulate savings; the present 
philosophy underlying our tax 
system, namely, that consumption 
rather than savings should be en- 
couraged, is clearly inappropriate 
to the needs of a rapidly growing 
economy. In essence, we must 
realize that inflation, no less than 
deflation, interferes with sound 
and sustainable economic expain- 
sion, even though its initial hard- 
ships may be less dramatic and 
some off its byproducts — such as 
higher wages and prices—may ap- 
pear more attractive at first blush. 

Perhaps the key to our prob- 
lems is to fit economic decisions 
to the realities of our times. Our 
public policies all too often reflect 
ways of thought and motivations 
inherited from the Great Depres- 
sion, now a generation past, when 
the issues of the day were under 
investment, credit contraction, de- 
clining prices and widespread un- 
employment. These basic prob- 
lems are the opposite of those that 
prevail today and have prevailed 
for most of the postwar era. If 
the interests of economic growth 
over the long term are to be 
served, we must finally rid our- 
selves of aims and policies inher- 
ited from the depressed environ- 
ment of a quarter century ago and 
energetically reshape public de- 
cisions so as to meet the challenge 
of the present and of the future. 
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Public Utility Securities 


By OWEN ELY 











Commonwealth Edison Company 


Commonwealth Edison supplies 
electricity to the city of Chicago 
and a large suburban area, to- 
gether with other sections of 
northern Illinois. A population of 
6,100,000 is served, and the com- 
pany does about two-thirds of the 
electric business in the state. The 
heavy industrial business in the 
Chicago area is balanced by farm 
customers in the outlying sec- 
tions. Residential and rural sales 
furnish 34% of electric revenues, 
commercial 29%, industrial 27% 
and miscellaneous 10%. 

Commonwealth Edison, along 
with other big metropolitan utili- 
ties, has not generaily been con- 
sidered a growth utility. How- 
ever, Chairman Willis Gale in a 
recent talk before the New York 
Society of Security Analysts 
pointed out that the company’s 
suburban area has been growing 
very rapidly. Today the company 
has 830,000 customers outside of 
Chicago or 60% more than a dec- 
ade ago. During the last five years 
kwh sales outside the city have 
gained 11% per annum compared 
with an 8% rate for the entire 
electric industry (excluding sales 
to the AEC). 

Regarding the continued growth 
of the area served, Chairman Gale 
states: “We have the utmost con- 
fidence in the long run possibili- 
ties for business in the Chicago 
area.” The industrial develop- 
ment of the Chicago metropolitan 
area has been leading the country. 
In the postwar period 1,200 firms 
have established new or branch 
plants in northern Illinois; these 
tirms are employing about 200,- 
000 people and spend nearly $18 
miilion a year ior clectricity. The 
development of the St. Lawrence 
Seaway, the Lake Calumet Har- 
bor and the O'Hare Airport should 
continue to keep Chicago the 
transportation nub of the United 
States. 

Generating plants now have a 
total capacity of about 3.9 million 
kw. Present reserve capacity is 
on the low side and during the 
recent hot spell it was necessary 
to reduce voltage for a short time, 
although no customers were with- 
out service. The projected con- 
struction program for 1957-60 will 
add four steam units with a cap- 
ability of 1,120,000 kw., and the 


180,000 kw. Dresden Nuclear 
Power Station is also scheduled 
for completion in 1960. Thus by 


the end of that year the company 
will have generating capability of 
5.3 million kw., providing an esti- 
mated reserve of about 9% (based 
on the 1961 anticipated summer 
peak load). 

The company is also building a 
90-mile, 345,000-volt tie line to 
connect with the American Gas 
& Electric System. Initially this 
tie should be worth some 200,000 


kw. of generating reserve, it is 
estimated. 
Installation of the additional 


capacity should further increase 
generating efficiency. The num- 
ber of BTUs required to generate 
1 kwh. has declined from 14,000 
in 1945 to less than 12,000 in 1956 
and by the end of next year 
should drop to 11,200. The com- 
pany should be able to save some 
$4 million in fuel costs annually 
by the anticipated increase in ef- 
ficiency. 

The Nuclear Power Station, the 
country’s largest, is being built 
on a fixed-price contract with 
General Electric for $45 million 
but according to the “New York 
Times” the delay of several years 
in beginning construction will 


cost GE some $20 million more. 
Thirty million dollars of the $45 
million is to be paid by Common- 
and 
by 


the 
the 


remaining $15 
Nuclear Power 


wealth 
million 


Group (of which Commonwealth’s 
share would be $2.8 million, to be 
charged off to current operating 
costs on a five-year basis). On 
the basis of Commonwealth’s ma- 
jor cost of $35 million, the over- 
all cost of producing atomic power 
is estimated at 7.5 mills per kw.— 
about the same as for new coal- 
fired plants. However, if it was 
necessary also to pay capital costs 
on the $15 million contributed by 
the Nuclear Power Group as well 
as on the $20 million estimated 
additional cost to be incurred by 
GE, the kwh. cost of power would 
be well in excess of 1 cent a share. 

The company’s postwar con- 
struction program approximated 
$1 billion during the 11 years 
through 1956, and an estimated 
$650 million will be spent in the 
four years 1957-60. The company 
will have to raise about $280 mil- 
lion new money to take care of 
this construction work. While it 
expects to do some $25-50 million 
financing this fall, there has been 
no decision as yet as to the exact 
nature of the financing except 
that it will not be common stock. 
With a long-term debt ratio of 
around 55%, the company plans 
in future to issue a moderate 
amount of preferred stock in lieu 
of common, possibly up to 10% 
of total capital (last October it 
sold the first issue of non-con- 
vertible preferred). The common 
equity may eventually be reduced 
to around 35-40%, providing some 
additional earnings leverage. 

While Commonwealth is fully 
protected against increases in fuel 
costs by fuel adjustment provi- 
sions in all rate schedules, never- 
theless it is feeling the pinch of 
higher costs. The management on 
July 23 filed an application with 
the Illinois Utility Commission for 
a $25 million rate increase, equal 
to. an average increase of 742% in 
rates, and equivalent to 60 cents 
a share on the common stock. In 
recent years the company has 
been earning about 5.3% on in- 
vested capital, as reported by 
Standard & Poor’s. 

The company is using the de- 
clining balance method of com- 
puting depreciation for income 
tax purposes. Deferred taxes are 
being normalized in the income 
account and are placed in a bal- 
ance sheet reserve. The company 
at present expects to exclude this 
reserve from the rate base. The 
company will be entitled to a 
“fair value” rate base although 
details of rate base and rate of 
return involved in the rate appli- 
cation are not yet available. 

Chairman Gale estimates earn- 
ings for the calendar year 1957 at 
$2.85 compared with $2.72 in 1956 
and $2.62 in 1955. While it is im- 
possible to say how long it will 
take for the Commission to act 
on the rate application, he esti- 
mates that the company should 
earn over $3 a share in 1958, bar- 
ring a decline in business. A por- 
tion of the 60 cents a share from 
the proposed rate increase will 
probably be absorbed by higher 
costs and by the decline in the in- 
terest credit on construction. 

Commonwealth Edison has been 
selling recently around 39 and 
based on the $2 dividend the yield 
is 5.1%. The stock is selling at 
13.7 times the estimated earnings 
of $2.85 for this year. 


With Security Planning 
(Special to THe FINANCIAL CHRONICLE) 
WEST PALM BEACH, Fla. — 
Vernon J. Holsclaw, Herman 
Klepak and Jane E. Kircher have 
been added to the staff of Secu- 
Inc., Harvey Bldg. 


rity Planning, 


30 (502) 


Continued from page 6 


Tracing the Regulatory Pattern 
Of the Federal Securities Laws 


amend our rules after notice and 


opportunity for hearing, and pub- 


lic comments where required by 
the Administrative Procedure 
Act or, if necessary, to request 
Congress to enac appropriate 
legislation. 

“No Sale Theory” 

For exarple, the Commission 
is now gi ing erious considera- 
tion te what is known as the “no 
sale theory” which has been em- 
bodied in our Rule 133.13 That 


rule provides in effect that where 
4 vote of stocknolders is taken to 
authorize a_e statutory merger, 
consolidation, reclassification of 
securities, or a transfer of assets, 
such transaction is deemed not to 
involve a sale to the stockholders 
for the purposes of the registra- 
tion provisions of the Act, In 
other words, if the requirements 
of the Rule have been complied 
with, new securities delivered to 
the stockholders in such situation 
need not be registered. 

The rationale behind the ruie is 
that since there is no _ volition 
by the individual stockholder to 
accept or reject the stock in his 


individual capacity, there is no 
sale to him. 
This rule has been used as a 


subterfuge to avoid registration. 
Indeed many of the securities sold 
in the “boiler rooms” I mentioned 
are being sold in reliance on such 
devices. 

For example, in one case X 
corporation exchanged 1,750,000 
shares of its stock for all of the 
shares of Y corporation. Y’s sole 
asset was an oil field valued by 
the Y corporation at about $2 
million. The X stock was not ac- 
tually transferred to Y, but in- 
stead the deal included an ar- 
rangement for the stock to be 
turned over to the President of X 
with the understanding that Y 
was to be paid only $2 million. 
The securities were sold at 
greatly inflated prices resulting 
in a net profit to the sellers of 
about $5 million over and above 
the $2 million that Y received.+ 

The Commission and the courts, 
accordingly, have taken the posi- 
tion that where the merger is 
merely a device to effect a public 
distribution of securities without 
registration, the rule is not appli- 
cable. 

In another case where the 
stockholders in the purchased 
corporation signed authorizations 
for an officer of the issuing cor- 
poration to sell their stock, the 
Commission sought an injunction 
to prevent the sale of the stock. 
The court sustained the Commis- 
sion’s position that the rule had 
no application in the situation 
where the exchange “was but a 
step in the major activity of sell- 
ing the stock.” 15 

Consideration is now being 
given to proposals for modifica- 
tion of the rule. 

There are certain other exemp- 
tive provisions in the Act which 
I have not mentioned but time 
will not permit a discussion of all 
of them. Before leaving the mat- 
ter of exemptions, however, I 
wish to make one thing clear. All 
of the exemptions I have men- 
tioned are from the registration 
provisions. There are no exemp- 
tions of any kind from the anti- 
fraud provisions. Any sale of a 
security which is effected by 
fraud, misrepresentation or half- 
truth is a violation of the statute. 


What Is a Security? 


Questions of exemption are not 
the only difficult problems we 


1317 CFR 230.133. 

14Great Sweet Grass Oils, Ltd., Se- 
curities Exchange Act Release No. 5483, 
April 8, 1957. 

15 S.£.C. v. Micro-Moisture Controls, 
148 F. Supp. 558, 562 (S. D. N. Y. 1957). 


face under the Securities Act. 
Even after 22 years of Commis- 
sion administration of the Act we 
are still confronted with novel 
questions as to what is or 1s not 

security. We | ive Ww D mag 
a case involvil \ iable - 
nunities.!6 Not long 0 ~ 
tained consent decree ti on- 
nectiol vith the le « certain 
iy pe ol nort¢gace o.es {e- 
cently a group Ol food ¢ ilers 
associations 1itted a prief 10 
the Commission contending that 
trading stamps should be held to 
be securities. 

As I have indicated, the regis- 
tration and disclosure provisions 


of the Securities Act of 1933, were 
concerned with the distribution of 


securities. The following year 
Congress met the probiem of 
trading in sccurities. There are 


two principal branches of the se- 
curities industry relating to trad- 


ing in securities—the stock ex- 
change market and the so-called 
over-the-counter market. When 


Congress came to legislate in 1934, 
it thought primarily in terms of 
the stock exchange and passed the 
second of our statutes, the Securi- 
ties Exchange Act of 1934.18 This 
statute required registration of 
the stock exchanges themselves 
and also registration of all com- 
panies the securities of which 
were listed for trading on an ex- 
change. 

In regulating trading, of course, 
it is none of our business whether 
the market goes up or down so 
long as there is no market manip- 


ulation. We have no power and 
no desire to interfere with the 
free interplay of the forces of 


supply and demand. But we are 
vitally concerned that all price 
movements result from the free 
judgment of buyers and sellers 
trading in fair, honest, and order- 
ly markets. 

This statute, incidentally, was 
the one that created the Securi- 
ties and Exchange Commission. 
During the preceding year the 
Securities Act had been adminis- 
tered by the Federal Trade Com- 
mission. By this statute the gov- 
ernmental functions under both 
statutes were entrusted to the 
newly created SEC. 

In addition to requiring regis- 
tration of securities which are 
listed on exchanges, the Act also 
includes regulatory provisions re- 
lating to companies issuing such 
securities, wnich have become 
very important. One of these pro- 
visions requires the reporting of 
all purchases or sales by an of- 
ficer, director, or 10% stockholder 
of his company’s stock, and pro- 
vides for the liability of such 
persons to the corporation for any 
profits that might be made on 
short swing transactions within 
a six-month period.19 While this 
provision is intended to prevent 
the improper us of inside infor- 
mation, no such use need be 
shown. The provision is a prophy- 
lactic one and subjects all such 
profits to being disgorged regard- 
less of the circumstances. 


Improving Proxy Precedures 


Another important provision is 
the one which makes it unlawful 
to solicit proxies in violation of 
the rules of the SEC.2° The Com- 
mission has adopted a comprehen- 
sive regulation which has been 
amended from time to time to 
correspond with our increased ex- 


16SEC v. Variable Annuity Life In- 
surance Co. of America, et. al, District 
Court, District of Columbia, Civil Action 
No. 2549-56. 

17 SEC v. Mortgage Clubs, Inc., Dis- 
trict Court, District of Massachusetts, 
Civil Action No. 57-385-W. 

1815 U. S. C. 78. 

19 Section 16, 15 U. S. 


C. 78p. 
20 Section 14fa), 15 U. 


S. C. 78n (a). 
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perience in administering it.2} The 


basic purpose of the regulation 
has been to afford shareholders 
the material facts important to 


any analysis of matters presented 
ior their vote. One writer has saii 
that this Congressional action “has 
probably had a more. beneficial 
cffect on corporate democracy in 


America than any other of the 
numerous weanons in the SEC 
arsenal.” The Commission has de- 
signed its rules “so as to make tae 
proxy device tne closest practi- 
( ble substitute QO) ittendance at 
meetings 

( pre le like the provi- 

( of ti Ser ities Act 
basically isclosure and  anti- 
fraud rules. They require dis- 
closure of material facts pertain- 
ing to anv matter which is to bs 
voted upon and prohibit falss 


statements or half-truths. I would 
like to emphasize the fact that in 


all proxy contests our position is 
an impartial one. We do not care, 
of course, which side in a proxy 
battle is the winner. That is a 


matter for the stockholders to de- 
cide. But we are concerned that 
whatever they decide should be 
on the basis of adequate and 
truthful information. Our rules 
provide for the submission to u3 of 
proxy material before it dis- 
seminated. In most cases offensive 
material will be deleted or revised 


is 


in accordance with our sugges- 
tions. However, if material goes 


to the stockholders in a mislead- 
ing condition the courts Nave not 
hesitated to grant our requests for 
injunction to prevent the voting 
of proxies so obtained. 

Of course, here also there are 
those who try to cut corners. Only 
recently an insurgent group waged 
a proxy battle against the man- 
agement of a large _ industrial 
company. They did not make false 
statements. They just asked ques- 
tions such as: “Where is the Pen- 
sion Fund money?” “Why does the 
management withhold an account- 
ing from its stockholders?” “Isn’t 
it odd that the company wrote off 
$4,000,000 of assets that were ‘no 
longer in existence’?” There was 
no basis for any of these insinua- 
tions. When we applied to the 
court for an injunction, the de- 
fendants piously said that they 
had no intention of charging the 
Management with impropriety or 
misconduct. They were just ask- 
ing questions. It is almost unnec- 
essary to add that the courts had 
no difficulty in finding that these 
questions violated the prohibi- 
tions against false and misleading 
statements. 23 

In another case an injunction 
was obtained where the identity 
of one of the participants in the 
solicitation was conccaiea.24 

Two years after the passage of 
the Exchange Act, Congress en- 
larged the statute to provide more 
detailed regulation of the over- 
the-counter segment of the securi- 
ties industry. It provided for 
registration of brokers and deal- 
ers, gave the Commission authority 
to deny or revoke registration in 
appropriate cases, and gave the 
Commission certain regulatory 
and visitatorial powers over them. 

Praises NASD 
It might be noted that at tis 


stage one vital difference between 
the two segments of the industry 


was that of self-discipline. The 
exchanges, under the general 
aegis Of the Commission, have 


powers to regulate and discipline 
their own members for conduct 
“inconsistent with just and equi- 
table principles of trade.” 25 There 
was no comparable provision for 
members of the over-the-counter 





2117 CFR 240.14a. See Aranow and 
Einhorn, Prexy Contests for Corporate 
Centrol (1957), Introduction by J. Sin- 
clair Armstrong, former chairman of the 
SEC. 

22 Loss, op. cit. supra pp. 523, 525. 

23SEC v. May, 134 F. Supp. 247 
(S.D.N.Y. 1955) affirmed 229 F. 2d 123 
(C. A. 2, 1956). 

24 Ostergren v. Kirby, N. D. Ohie, No. 
33, 393 (1957). 

25 Section 6¢b), 15 U.S.C. 78f(b). 


industry. Accordingly, in 1938 the 
Act was again amended to provide 
for the formation and registration 


of associations of securities bro- 
kers and dealers.26 To be regis- 
tered an association must meet 
certain standards and its rules 
must be designed to provide foi 
disciplining of members in order 
to “promote just and equi- 
table principtes of trade Onl: 
one assoc tion nas ever peen reg- 
istered, the National Associatio1 
of Sec Deaic: but tiet ons 
comprises in it ership the 
s ( o} securitit 
} T! ~ ¢ 
ave een i lue - 
f ! 1 ] | A i 2) ( *€ t 1 
over-t Ol | istry. 

N ot SO A oker-dea'el 
ho had been expelled trom t 
Associztion, took an appeal to the 
SEC which has the power to re- 
view such disciplinary actions. 
The basis of that expulsion was 


what we colloquially call “churn- 
J 3 


ing.” Two elderly ladies had 
placed with this firm their life's 
savings of about $50,000 for in- 


vestment. The firm did nothing so 


crude as to convert or appropriate 
any of the funds. But the sales- 
man, having obtained the trust 
and confidence of these unin- 


formed customers, persuaded them 
repeatedly to sell certain securi- 
ties and purchase others. All of 
the purchases were of legitimate 
worthwhile securities. But eac 
time a security was bought or sold, 
the firm and the salesman made 
«a commission. Over a _ six-year 
period, there were over 600 trans- 
actions in a total amount of over 
$1 million. Several stocks were 
bought, sold, bought and_ sold, 
over and over. To make a long 
story short, the firm’s commissions 
on this $50,000 acccunt amounted 
to over $24,000 and the net capital 
in the account decreased by an 
equivalent amount. The Commis- 
sion not only sustained the firm's 
expulsion from the-. Association, 
but made a further investigation 
on the basis of which the firm's 
registration was revoked, 28 


Public Utility Holding Act 


In 19835, Congress ‘passed the 
Public Utility Holding . Company 
Act.29 It was mere than ‘merely 
a disclosure and anti-fraud stat- 
ute. Based upon an-extensive in- 
vestigation made by ‘the Federal 
Trade Commission .and. by Con- 
gressional committees; ‘the Act 
sought among other things, to re- 
organize the corporate structure 
of the electric and gas utility in- 
dustries. The investigation had 
shown an alarming degree of con- 
centration of control, particularly 
in the electric industry. As an 
example of this, three hol _ing 
coinpany systems were found to 
exrrcise effective control over 
45% of tre total electric produc- 
tive capacity in the country. Some 
15 systems controlled 80% .30 

This concentration of control 
was made worse by the fact that 
ihe holding company systems were 
ussembled largely in helter-skel- 
ter fashion as opportunities arose 
without relation to soun’ opera- 
tional principles. They were also 
financed by complex capital struc- 
tures which bewildered security 
holders and made the systems, 
particularly the holding compa- 
nies in the systems, dangerously 
susceptible to trouble upon a small 
decline in earnings of the under- 
lying operating companies. To a 
large degree it was evident that 
these complexities were the result 
of the desire by management, and 
in several notable instances of one 
key personality in management, 
to exercise maximum control with 
minimum investment, and to sell 
securities to gullible members of 





26 Section 15A, 15 U.S.C. 780-3. 

27 Section 15A(b) (7), 15 U. S. C. 
780-3 (b) (7). 

28 Johnson & Co. v. SEC, 198 F. 2d 


690 (C.A. 2, 1952); 231 F.2d 523 (C.A. 


D.C. 1956). 

2915 U. S. C. 79. 

30 Federal Trade Commission, Utility 
Cerperations, 70th Cone., Ist Sess. S. 


Doc. 92, Part 72A, pp. 37-44. 
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the public by giving t! 
tive labels. 

The response of Congress to the 
facts disclosed by the studies was 
not simply to abolish holding com- 


1em decep- 


panies, although there was strong 
support at the time such a 
drastic solution. The metiod actu- 
lly adopted was to rea hold- 

¥ companies to them- 

lve ~ to singte j “4 ¥yS- 
tem ) Ss rtain ot ro} 

et l rel >. 

( ! rganl | 
{ "€ i ( 

S | ec 
t i 

( pi 

ce e] i 
t¢ ( ! ec ic in 

( l mid | hold- 
1! CO nies wel ible 10 
weet the equiremenis Of section 
11 and so have pass it OL ex- 
istenc But “death sentence” is 
on the whoie a misn Many 
holding companies continue to ex- 
ist. Dozens of them exist free 
frorn Holding Company Act regu- 
lation by virtue of exemptions 
granted by the Commission as 
provided for in the Act. But some 
23 holaing company svysterns, rep- 
resenting roughly 20 the pri- 
vately owned electri and gas 
utility industry in country, 
remain registered under the Act 
and subjecc to its regulation. 
While some of these qualify 


for exemption, we expect tu pe in 
the business of regulating electric 


and gas utility holding companies 
for tne indefinite futu 

An examnle of a holding com- 
pany system which has met the 
integration and simplification 
standards of the Section 11 is the 


Central and South West system, 
which serves electricity to a large 
part of the State of Texas. It does 


this through two. subsidiaries~ 
one of which is the West Texas 


Utilities Company, headquartered 
in Abilene, Texas, and the other 
is Central Power and Light Com- 
pany, headquartered in Corpus 
Christi. These companies and 
their parent are subject to our 
vegulation under the Act with re- 
spect to all of their financing and 
other strictly corporate activities. 
1, should emphasize, avhat I as- 
sume is known, that ave have no 
rate regulatory authority or re- 
sponsibility. Rates nre regulated 
cither by the states or by the 
Federal Power Commission. 

In addition to this registered 
holding company system, Texas 
has wtility compenies which are 
free from the Act’s regulation by 
virlue of exemptive orders 
granted by the Con wission. An 
example is Texas Utilities Com- 


pany solely a holding company, 
which coes business through 
three operating subsidiaries — 
Dallas Power & Light, Texas 
Flectric Service Co, and Texas 
Power & Light. We co rot regu- 
tate any of the activities of such 


coypanies. but we do have a con- 
tinuine culy to reexamine their 
cntitlement to exemption if there 
should be any material change in 
their situations. 


There is not time describe 
in any detail the immense task 
accomplished by the Commission 
in this corporate and financial 


reorgamzation of our utility in- 
dustry. The job was cone with 
none of the loss of values to secu- 
rity holders which the opponents 
of the Act had gloomily forecast, 
and the experience has been that 


many en -operating company, 
when finally separated from a 
parent corporation, has found 


new vigor to expand to meet our 
rapidly vsrowing fuel and power 
needs. Those companies which 
remain subject to the Act appear 


to be in good health and pro- 
gressing successfully. 
Trust Indenture Act 
The next major securities en- 


ectment by the Congress was the 
Trust Indenture Aet of 1939. This 
is actually an amendment to the 
securities Act of 1933 to provide 
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additional investor protection in 
the case of bonas, deoentures and 
other debt securities issued under 
certain trust indentures. It also 
requires tnat bonds be _ issued 
under an indenture if more than 
$250,000 is issued in any one year. 

In 1940 there were two Con- 
gressional enactments— the In- 
vestment Acvisers Act?! and the 
Investment Company Act.32 The 
Investment Advisers Act was de- 
signed to give the Commission 
some measure of regulation over 
those persons who sell investment 
auvice. Apart from general pro- 
visions to prevent fraud or deceit 
upon their customers, there are 
other particular provisions such 
as those requiring the adviser to 
disclose to his client any interest 


in the transactions recommended, 
prohibiting wrofit sharing = ar- 
rangements. ete. Of course, as ii 


any other area. there are various 
kinds of investment advisers. 
There are those who are expert 


investment analysts who make a 
careful stuey of corporate balance 


sheets. market trends, etc. There 
are also the other kind who have 
some very wususual methads of 
predicting the fluctuations of the 
market. One of the most intri- 
guing to m\ id was the invest- 
ment advis who had a very 
special and secret formula. Part 
of this formula was based—and I 
quste directiv from the Commis- 
sion’s opinio “on the daily 
comic strips vhich he believed 
there existed a code which, when 
interpreted nim would reflect 
future movements of certain se- 
curities on the siock exchanges.” 33 

As I poinied cut. the Holding 
Company Act brought under Fed- 
eral reguletion a particular seg- 


ment of A) 
Investment 
another 
der Fecera} 
the latter Act 
what different 
vestment 


erican industry. The 
Company Act broughi 
of companies un- 
regulation. However, 
provides a some- 
pattern. The In- 
Company Act is in- 


group 


tended to curb abuses found to 
exist withi) investment com- 
ponies. One of the most flagrant 
of such abuses was the practice 
by those who controlled such 
companies to use them for their 
own purposes. These _ insiders 
often transferred to the com- 
panies for cash their own invest- 
ments which had turned out to 
be unmarketable or of dubious 
value, used the companies. to 
guarantee tweir personal under- 
takings, porrowed from the 
conpanies ithout any collateral 
or adequat security. J would 
like to ma it clear that the 
statute doe t undertake to con- 
trol the cirection of investment. 
This remains the responsibility of 
the management. The Act is es- 
sentially preventive 

Investment companies and 
trusts mus register with the 
Commissio id full disclosure 
must be to their security 
holders of the financial condition 
end activities of the companies. 
Underwriters. bankers. and bro- 
kers are limited to a minority of 
the management. Management 


contracts 
security 


submitted to 
for approval. 


must be 
holders 


Transactions between the com- 
panies and tbe insiders are pro- 
hibited or strictly regulated. To 
enforce these provisions the Com- 
mission has a wide authority in- 
cluding the power to obtain from 
the Federal courts decrees en- 
joining insicers from continuing 
to act as oiticers or directors if 
thev have ated their fiduciary 
duties 
Cites Two Examples 
In one the Cr nission had 
recours the courts to unseat 
< cs en w! ] h id ob- 
ti ed contro. of ¢ rge invest- 
rust with a nominal invest- 
ment. The ag the! 
proceed i 11S90s mar- 
} le Lment ities in 
ts portion » tO acg ontrol ol 
31.15 U. S. C. 80b. 
3215 U. S. C. 80a. 
3} Frederick \. Goldsmit 30 SEC 563, 
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a speculative race-track enter- 
prise. It is not insignificant that 
the management then elected 
themselves as officers of the race- 
track at high salaries.34 

In another case the Commission 
brought an action to remove the 
management of a tier of invest- 
ment companies, alieging in its 
complaint that the defendants had 
been managing the portfolio of 
the companies for their personal 
interests and so as to yield no 
income to the publicly held pre- 
ferred stocks. Prior to final dis- 
position of the action the de- 
fendants proposed a plan otf 
reorganization which the Com- 
mission regarded as fair and 
equitable whereby the publicly 
held stocks were exchanged for 
stock in another company noi 
affiliated with the defendants 
which took over the assets of the 
defendant comnanies. This plan 
also required certain amendments 
to the charter of the new com- 
pany to incorporate certain pro- 
tective features for the benefit 
of the public investors. The plan 
was a voluntary one but virtually 
all of the public security holders 
availed themselves of the offer 
and received readily marketable 
securities which were substan- 
tially equivalent in value to their 
o'd preterred stocks and accrued 
dividends.35 

This, then, is a summary of the 
‘ix acts administered by the SEC. 
In adcition the Commission has 
certain advisory duties relating to 
crorpovate reorganizations under 

ie Federal bankruptcy act but 
time will not permit a discussion 
of these important duties. I can- 
not resist the oppertunity, how- 
ever. to mention that the Federa! 
indges have expresses publicly— 
in some instances in their formal 
opinions — their appreciation of 
the assistance rendered to the 
courts by the SEC in these diffi- 
cult and complex reorganizations. 


Restored Confidence 

In the early part of my talk, 
we went back to 1933 to a time 
when our people had lost confi- 
dence in the capital markets as 
a place to invest their savings. 
Tt might be of interest to compare 
those times with the situation to- 
dav. At that time, new issues of 
corporate securities amounted to 
about $400 million annually. To- 
day it averages over $10 billion. 
At that time, the value of all 
shares listed on the New York 
Stock Exchange was $34 billion. 
Today it is about $200 billion. In 
my opinion, this restored confi- 


dence in our capital markets is 
due in a large measure to the 
reliance by public investcrs on 
the vigorous enforcement of the 


securities laws, and that restored 
confidence, in turn, has resulted 
to a great degree in our nresent 


prosperity, employment, national 
income and national productivity. 

The importance of meaintaining 
confidence in our securities mar- 


kets cannot be stressed too 
strongly. Few of us are unaf- 
fected by these markets. The 90 
million Americans holding life 
insurance nolicies have an in- 
direct interest in these markets 
through the great investment in 


the bonds and stocks of corpora- 
tions held by insurance com- 
panies. Beneficiaries under pen- 
sion funds and holders of invest- 
ment company shares have a 
similar interest. And the families 
of eight and a half million citi- 
zens who directly own shares of 
corporations are vitally con- 
cerned. Our corporate wealth is 
very broadly held. The securities 
markets provide the mechanism 
by which business raises the capi- 


tal required to serve the eco- 
nomic needs of the people. The: 
provide rechanism by which 
industry may be broadly shared 
by the people. Ownership of 


American industry has become 
through the operation of the capi- 


34 Aldred Investment Trust v. 
151 F. 254 (C.A. 1, 1945). 

35 SEC v. Home & Foreign Corp. et al., 
S.D. N.Y., C.A. No. 80-382, 1952. 
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tal markets, freely transferable. 
Investors are willing to place 
their savings at the disposal of 
industry, and thus the capital so 
essential to the nation’s economic 
progress is provided. 

In conclusion, I wish to empha- 
size that we, at the Commission, 
are eager to assist the members 
of the bar with their problems. 
They should feel free to write 
to us if they think we can be of 
service. We welcome communica- 
tions and try to give a prompt 
and helpful reply. Or if they are 
in the vicinity of Washington or 
of any of our regional offices, we 
invite them to come in and dis- 
cuss their problems with us per- 
sonally. 

Nearly 20 years ago the late 
Judge Jerome Frank, then Chair- 
man of the Commission, spoke to 
another Bar  Association?6 and 
what he said then is true today: 
“We on SEC,” he said, “try to 
approach business problems with 
informed understanding of busi- 
ness needs and ways. ... We do 
not stand on false dignity. We 
recognize that; although we have 
official titles, we are still human 
beings and do not know it all. 
We do not wear frock coats, and 
we do not think frock coatedly. 
We and those with whom we 
confer think out loud and in the 
vernacular: we and they put our 


feet on the table and unbutton 
our vests. We want to under- 
stand and be understood. Ours 


is a practical problem, a problem 
to be worked out, under the re- 
quirements of the statute, with 
businessmen. We seek decisions 
which will carry out the law ana 
vet be workable. We think that 
that is the best means of bringing 
about cooperation between Gov- 


ernment and business.” 


36 Asseciation of the Bar of the 
of New York, May 5, 1940. 


C. F. Alexander Opens 


FT. WORTH, Texas—Charles F. 
Alexander is engaging in a se- 
curities business from offices at 
2811 Race. 


City 


Forms Buchholz Investment 


OKLAHOMA CITY, Okla. — 
Buchholz Investment Co. has been 
formed with offices at 1010 North- 
east 14th Street, to continue the 
investment business of Albert W. 
Buchholz. Officers of the new 
company are Albert W. Buchholz, 
President: Claudia Buchholz, 
Vice-President and William A. 
Buchholz, Secretary-Treasurer. 


H. Detchel Opens 
Hyman Detchel is engaging in 
a securities business from offices 
at 220 Broadway, New York City. 


Family Fund Inv. 


Family Fund Investors, Inc. is 
engaging is a securities business 
from offices at 10 East 49th Street. 
New York City. Officers are 
Angelo R. Leto, President; Edward 


B. Gibson, Jr., Vice-President: 
Rudy M. Eyer, Secretary-Treas- 
urer. 


Form First Maine Corp. 
(Special to Tue FINANCIAL CHRONICLE) 
PORTLAND, Me.—First Maine 

Corporation has been formed with 


offices at 84 Exchange Street to 
engage in a securities business. 


Burton M. Cross is President and 
Treasurer. 


Fla. Secs. Underwriters 


MIAMI BEACH, Fila. Florida 
Securities Underwriters, Inc. has 
been formed with offices at 927 
Lincoln Road to engage in a se- 
curities business. Officers ar ¢ 
Leonard Blauner, President 
Harry Marcus, Secretary; and 
Leila Blauner, Vice-President 


Reuben Rose Opens 


Reuben Rose is conducting a se- 
curities business from offices at 
25 Broad Street, New York City. 


‘ities and terminals. 
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Railroad Consolidations in Light of St. Louis- 
San Francisco-Central of Georgia Ruling | 


Action of Division Four of the 
Interstate Commerce Commission 
in backing the control of the Cen- 
tral of Georgia Railway by the 
St. Louis-San Francisco Railway 
appears as a major step looking 
to further railroad consolidations. 
Of great importance, in the opin- 
ion of rail financial observers, is 
the more liberal viewpoint adopt- 
ed by the Commission Division. 
This also has been more emphat- 
ically demonstrated in the recent 
decision allowing the Boston & 
Maine Railroad to issue deben- 
ture bonds and scrip for the out- 
standing preferred. The latter 
plan previously had been turned 
down by the Commission. 

In the ’Frisco decision, Division 
Four turned down the petitions 
of the ILllinois Central Railroad 
and the Seaboard Air Line Rail- 
way for joint control of the 
Georgia Central. Before bank- 
ruptcy the latter road had been 
controlled by the Illinois Central. 
However, in the reorganization 
proceedings, this control was 
eliminated. Not unexpectedly, the 
recent decision ruled the existing 
rates and routes linking the 
Georgia Central with some 35 
other carriers must be maintained. 
’Frisco has agreed to these stipu- 
lations. 

Probably the next big consoli- 
dation question will involve the 
Erie Railroad, Delaware, Lack- 
awanna & Western Railroad and 


the Delaware & Hudson Co. Of 
course, studies looking to the 
merger of the Great Northern 


Railway and the Northern Paci- 
fic Railroad now are underway. 
The latter consolidation would 
create a new vast rail system pro- 
viding substantial operating eco- 
nomies through joint use of facil- 
A plan for 
the amalgamation of these roads 
was abandoned in the late 1920s 
when the I. C. C. ordered the 
“Northerns” to give up the jointly 
controlled profitable Chicago, 
Burlington & Quincy as part of 
the merger. 

Some progress already has been 
made in the use of paralleling and 
duplicating facilities of the Erie 
and the D. L. & W. One of the 
first steps has been the establish- 
ment of joint use of the Lack- 
awanna terminal and ferry service 


in New Jersey. This eventually 
resulted in substantial ‘“out-of- 
pocket” savings to both roads. 


Further joint operations are ex- 
pected to be initiated, particularly 
in upper New York State. 

One merger which seems to 
have been dropped for some time 
is that of the Chicago, Milwaukee, 
St. Paul & Pacific and the Chicago 
& North Western Railway. No 
progress along this line is anti- 
cipated until the North Western 


again can show some earning 
power. In this respect the man- 
agement of the North Western 


has been working to rehabilitate 
the property and improve operat- 
ing efficiency. 

Many of the larger roads, in- 
cluding the New York Central 
and Pennsylvania Railroad, like- 
ly will continue the already 
started trend of absorbing leased 
and guaranteed lines to simplify 
their capital structures. 

With respect to the ’Frisco, it 
owns more than 64% of Georgia 
Central’s 337.236 common and 
170,417 preferred shares outstand- 
ing. The purchase price of these 
controlling amounted to 
$20,525,965 

In addition, according to the 
I. C. C. decision, ’Frisco will take 
control of the Georgia road and 
its seven subsidiaries by purchas- 
ing all the road’s common and 
preferred stocks tendered by mi- 


shares 


nority stockholders within 60 
days after the Commission issues 
its final order. The ruling held 
the the ’Frisco must buy up the 
common at $56 a share and the 
preferred at $82 a share. 

The acquisition of the Georgia 
Central will push the eastern 
terminal of the St. Louis- San 
Francisco to the Atlantic Seaboard 
and extend the trackage it con- 
trols by about $40%. The two 
lines meet at Birmingham, Ala., 
and will enable the new system 
to serve both the Southeast and 
the Southwest. ’Frisco now serves 
the gulf Coast ports of Mobile, 
Ala., and Pensacola, Fla., and 
runs some 5,000 miles between 
Birmingham and the states of 
Tennessee, Arkansas, Missouri, 
Kansas, Oklahoma and Texas. 
Central of Georgia operates about 
1,800 miles between Birmingham, 
Chattanooga, Tenn., and Savan-. 
nah, Ga. It is the latter port which 
promises to give further growth 
to the new system. Industrial- 


ization of this district has in- 
creased considerably in recent 
years. 


D. E. Murphy Elected 
Governor of IBA 


COLUMBUS, Ohio — Dennis E. 
Murphy, Vice-President of The 
Ohio Company, has been elected 
a Governor of the Investment 
Bankers 
Association of 
America, rep- 
resenting the 
Ohio Valley 
Group. He 
Succeeds 
James R. 
Burkholder, 
Jr., Almstedt 
Brothers, 
Louisville, Ky, 

Mr. Murphy, 
who was 
elected for a 
three-year 
term, has 
served on var- 
ious committees of the Ohio Val- 
ley Group and in 1954 was Chair- 
man. He also has been a member 
of the legislation committee ani 
has held other national IBA posts. 


He entered the banking busi- 
ness in 1923 with the old First 
Citizens Trust Co. Since 1938 he 
has been in charge of the under- 
writing of all issues of state and 
municipal bonds and bonds of 
other political agencies through- 
out the United States which have 





Dennis E. Murpny 


been purchased by The Ohio 
Company. 
The announcement was made 


by Jack E. Nida, Merrill Lynch, 
Pierce, Fenner & Beane, Chair- 
man of the Group. The Group 
serves central and southern Ohio, 
including Cincinnati, Columbus, 
Dayton, and all of the State of 
Kentucky. 


Correction 


In the “Financial Chronicle” of 
July 25 it was reported that Flock, 
Long, Poole & Vanadore had been 
formed to engage in the securities 
business from offices at 311 
Church Street, Nashville. We are 
informed that a securities business 


as such is not being conducted. 
Frank Poole is President of 
American Investors Corporation, 
T. Fontell Flock, W. L. 
Vanadore, and Hubert Long are 
officers associated with him in 
distributing shares of the Ameri- 
can Investors Corporation, which 
are being offered to the public. 


and 
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tion. and there are a good many, including some politi- 
cians. who like to plan for and boast of still further in- 
creases in this magic figure. Fewer observers take the 
trouble to look carefully and intelligently into the com- 
position of this measure of the volume of business done 
or to try to reach an understanding of what they find. 


Changes Reflected 

A number of highly important changes are reflected 
in this mass of data. Take for example, the role of govern- 
ment. As almost every schoolboy knows by now, the mar- 
ket value of the output of all goods and services in this 
country in 1956 (GNP) came to about $415 billion. It 
was only a little more than one-fourth of that amount in 
1929. In each of these years capital consumed in the pro- 
duction of these things was set down at about 8‘, or so. 
This left roughly 92‘. of the total amount as a net gain 
from the year’s endeavor. Of this “net national product, 
as it is called in technical language, amounting to some 
$380 billion in goods and services, government in 1956 
took some $80 billion, or somewhat more than 20‘-. In 
1929 there was some $96 billion left after deducting capi- 
tal consumption, and, of this, government took about $8.5 
billion, or less than 9‘.. In other words, government In 
1956 took about 20 cents out of every dollar of net output, 
while its take in 1929 was less than 10 cents and in both 
cases the figures are exclusive of interest on debt. 

But there are other evidences of the vast growth in 
the part played by government in the economic affairs 
of the nation. In 1929 wages and salaries paid throughout 
the country totaled a little more than $50 billion, of which 
government paid a little less than $5 billion, or roughly 
10%: in 1956, the wages and salaries bill came to about 
$227 billion, of which government’s share was nearly $38 
billion, or more than 15‘,. Of course a very small part 
of this wage and salary bill in 1929 was incurred by the 
military establishment — around 6‘« — while in 1956 
roughly 25‘. was “military.” But even so some $28 bil- 
lion cf a total of around $38 billion in 1956 had nothing 
to do with the military establishment. Civilian govern- 
ment requisitioned a much larger part of the manpower 
of the country in 1956 than in 1929—12‘« against 9‘. 

But even these figures fail by a wide margin to tell 
the whole story of the growth in the activities and the 
functions of government between 1929 and 1956. In 1956 
government took some $12 billion from the public in the 
name of “Contributions for Social Security.” In 1929 the 
figure was negligible. Of these and other funds available 
to it government made what is known as “transfer pay- 
ments” amounting in 1956 to some $17 billion. Transfer 
payments are payments made that have no reference to 
services performed during the year when they are paid. 
Such payments in the name of social security now about 
equal collections in the name of social security. A very 
Jarge part of such collections in the past went into trust 
funds and were immediately invested in Treasury 1OU’s, 
the funds then being used for whatever came to hand. 

Some other changes that have taken place over this 
span of time are about equally interesting and significant. 
“National income” in 1929 came to a little less than $86 
billion, of which some $51 billion, or considerably less 
than 60‘. . took the form of wages and salaries and the 
like; of the $344 billion of “national income” in 1956 some 
$241 billion. or about 70’.. was in the form of compensa- 
t-on of emploves. This left about 30‘. to cover all profit, 


dividends. rent and other forms otf income in 1956; in 
1929 some 42’. was left atter payment of wages and 


salaries. 
Workers vs. Investors 

This sreai rise in the part of the current product that 
goes to the wage earner and in lesser degree to the 
salaried emplove occurred curing a period when certain 
factors, mainly. of course, higher wages and shorter hours, 
have continuously forced business to lay out larger and 
larger amounts for labor saving devices and the like. Cne 
would expect in these circumstances that those who saved 
and provided the machinery and the other equipment re- 
quired for this type of production would be getting a 
larger rather than a smaller part of the net product. Such. 
however. is not the case. and the fact that there is so little 
left over for the investor is certainly not unrelated to the 
current shortage of investment funds and higher interest 
rates. 

It 


s this coneatenation of circumstances that lends 
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peculiar interest, to say the least, to the question of how 
the future is to work itself out. Wages are still rising, 
the unions are growing more and more restrictive and 
there is no indication that there is to be an end to the 
monopoly which makes these things possible. At the same 
time saving is not growing at a rate sufficient to provide 
the capital equipment which the higher wages and ad- 
vances in technology demand. It may be that higher in- 
terest costs, plus greater discrimination on the part of 
lenders, may presently lead to greater conservativeness 
in building new plant and the renovation of old despite 
the competitive urge—not to say the necessity—to do so, 
but in any event it is not easy to see how industry can 
continue to pay higher and higher wages—certainly in the 
absence of outright inflation which could not fail to bring 
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itself to an end within a brief span of time. 


Challenging New Dimensions fcr 
American Foreign Operations 


such as cotton and wheat. We 
were a debtor nation. We used 
exports of food and raw ma- 


terials to pay interest and to re- 
turn capital which had _ been 
invested in the development of 
the United States by foreign in- 
vestors. 

After World War I, we became 
a creditor nation. We needed 
relatively few products from 
abroad. Therefore, our imports 
were limited. However, we con- 
tinued to try to sell overseas. Our 
manufactured goods became in- 
creasingly attractive to foreign 
customers and consumers. As a 
result, the foreign exchange situ- 
ation became acute in the late 
twenties and continued so until 
after World War II. 

With much of the world looking 
to the United States for capital 
goods and the supplies necessary 
for reconstruction after World 
War II, the foreign exchange 
situation became really critical. 
The Marshall Plan and its suc- 
cessors, providing economic aid 
and military expenditures abroad, 


bridged the gap. The $52 billion 
dollars expended by the United 


States during the last 12 years fas 
enabled our friends abroad to 
procure from us what they needed. 
Now, as we are forced to spend 
more dollars over-seas for raw 
materials, it is quite likely that 
there will be a gradual lessening 
of the acute dollar scarcity paral- 
leling the increase in our dollar 
payments to the rest of the world. 


U. S. Exports Challenged By 

U. S. Manufacturing Abroad 

Meanwhile, a new dimension 
has been added to our foreign 
operations. Prior to the first 
World War, our direct investments 
abroad are reported by the De- 
partment of Commerce to have 
been $2.7 billion. In 1929, they 
approximated $7.5 billion. 

3y the end of 1957, U. S. invest- 
ments overseas are likely to be 
$32 billion, producing profits at 
the rate of about $4 billion an- 
nually. It has been estimated that 
American-owned subsidiaries and 
branches abroad are manufactur- 
ing close to $40 billion worth of 
goods in 1957. This is three times 
the value of manufactured goods 
exported from the United States 
last year. In the case of our own 
company, the ratio of production 
abroad to exports from the U. S. 
will be 5:1 in 1957. 

This is one of the vital new 
dimensions in foreign operations 
— investment and _ production 
abroad as the principal means of 
penetrating foreign markets 
rather than by traditional export 
sales programs. 

The excellent study of Ameri- 
can investment and operations in 
Latin America made by Messrs. 
Pizer and Cutler of the Depart- 
ment of Commerce is the most 
comprehensive analysis which w2 
have today on the effects of 


American investment and Ameri- 
can production in foreign econ- 
omies. It would be a most con- 
structive step in aiding American 
businessmen and our government 
to fully understand what is realiy 
taking place abroad if the Depart- 
ment of Commerce could under- 
take promptly a similar analysis 
for the entire free enterprise arcs 
of the world. This should include 
rescarch not only on the output 
of American-owned operations 
abroad but also on the output of 
licensees or other overseas affili- 
ates of American parent com- 
panies. 

It is clear that this new dimen- 
sion of private investment and 
production abroad creates a facto, 
in overseas market penetration 
which did not exist earlier in this 
century. Competition encountered 
today is more likely to come from 
American-owned or American- 
sponsored production abroad than 
from American exports. 


Conditions Favoring New Trend 
What are the other circum- 
stances which are creating such 
an increase of interest in foreign 
operations amongst American in- 
vestors and businessmen today. 

First, many growth potentia!s 
abroad are greater than those in 
the United States. We think o! 
Great Britain as an advanced, 
venerable, highly organized econ- 
omy. Nevertheless, out of 14 mil- 
lion British homes wired for elec- 
tricity, less than 10% use electric 
refrigerators — as compared with 
94% in the United States. Only 
18% use washing machines con- 
trasted with 85% herve. 

In the United States, 
running hot water for 
Yet, in countries such 
and Germany, it is doubtful if 
over 30% of the dwelling units 
have any supply of running hot 
water. No wonder sales of con- 
sumer durables are increasing 
more rapidly in such economies 
than they are here. 

Second, the reduction in infant 
mortality and the lengthening or 
the span of life made possible by 
modern pharmaceutical and medi- 
cal knowledge are skyrocketing 
populations, particularly in the 
less developed economies. We live 
and must plan in a period of 
“exploding” populations when the 
number of our potential customers 
is being revised upwards re- 
peatedly. 

Thirdly, Nationalism brings not 
only increased import barriers and 
restrictions, but also local indus- 
trialization and the urbanization 
of populations. As more and more 
people become emp!oyed in cities 
at regular wages, in more or less 
skilled occupations, growing 
middle-class markets are created. 
In some countries overseas, this is 
a unique development — close to 
being revolutionary. It is another 
vital cause for the increasing pur- 
ChasNg yOWdr OF fureigii is lKEL. 
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We are also in an era of petro- 
leum politics. With oil aad natural 
gas being used more and more to 
produce electricity, and with 
automobiles, trucks, tractors and 
aircraft providing the modern 
means of transportation, petro- 
leum is becoming the key source 
of energy to power the progress 
of the world. 

Petro-politics was involved 
when the Egyptians bottled up the 
Suez Canal. This action has had 
a deep effect on the thinking of 
the free enterprise area. There is 
no doubt that the development of 
petroleum resources in South 
America, West Africa, the Sahara 
and other areas will be stimulated 
and expedited as a result. Ade- 
quate petroleum resources in 
Brazil, Argentina, Australia or 
West Africae could harden local 
currencies or strengthen such 
economies dramatically. 

With this brief review of the 
environment and circumstances 
within which foreign operations 
must be planned and conducted 
today, let us examine what these 
conditions impose upon the three 
fundamentals of every business 
enterprise — men, materials and 
money. 


Discusses Three Fundamentals 


Men are the most important 
element in any enterprise. One 
can have fine bricks and mortar, 
machinery and inventories, ware- 
houses and other facilities, but 
without a dedicated team and an 
energetic, inspired leadership 
little may be accomplished. 

_ Personnel and personnel prac- 
tices in Overseas operations war- 
rant mentioning two brief points. 

First, staffing foreign operations 
with nationals of the country in 
which they are located, if possible, 
to provide a more economical 
operation and probably a more 
satisfactory one. 

Second, when a man moves 
from domestic into foreign opera- 
tions, a most important quality for 
him to possess is tolerance and 
sympathetic understanding. 
American methods which work 
successfully—in fact are essential 
—in our highly competitive econ- 
omy, may seem quite as inappro- 
priate in another country as did 
some of the actions of the prover- 
bial Yankee in King Arthur's 
Court. Our job as managers is one 
of adaptation and combination. 
not one of imposition of American 
ideas and methods, without regard 
for local custom, tradition and 
conditions. 

Prior to World War I and in the 
decades between the two World 
Wars, a relatively few American 
companies established subsidiaries 
abroad. A far more usual concept 
of foreign market penetration was 
an Export Manager located in an 
obscure office, assisted by a 
couple of clerks, a stenographer 
and a shipper. In years when 
business was good in the United 
States, he had great difficulty get- 
ting merchandise for his foreign 
customers. In years when business 
was bad at home, he was under 
pressure constantly to liquidate 
surplus inventories abroad. Usu- 
ally, he was a third, fourth or 
fifth echelon executive with little 
Or no contact with the president 
of his corporation and no par- 
ticipation in long-range planning 
with respect to product design, 
merchandising and sales strategy, 
company financial 
There still 
panies today 
concept of 
fortunately, 


policies, 
American 
which 
foreign selling but. 
they are becoming 
fewer and fewer. If you wish to 
peddle goods in Puerto Rico, 
Venezuela, Cuba, or the few other 
countries which have ample dol- 
lars, then, perhaps, you can be 
satisfied with this approach. How- 
ever, under today’s conditions of 
overseas trade and international 


etc 
com- 
this 


are 


follow 
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economic development, it is as ob- 
solete as the horse and buggy. 


Modern Foreign Operations 
Manager 

Today’s complex international 
factors have created a new type 
of executive responsible for his 
company’s overseas operations. 

A modern Manager of Foreign 
Operations finds himself to be a 
market and financial analyst to- 
day, a negotiator of prospective 
manufacturing licenses tomorrow, 
a member of a foreign board of 
directors representing his com- 
pany’s minority stock interest, and 
a consultant—in the managemei:' 
engineering sense—to licensee and 
subsidiary company managements. 
He must be a financier, manufac- 
turer, sales executive, personnel 
director, economist, negotiator and 
diplomat. More probably, he is a 
capable analyst, planner and ad- 
ministrator with proven ability to 
coordinate into an effective team 
specialists in all of the various 
functions of business. 

He is responsible for exporting 
American-made goods to coun- 
tries which have sufficient dollars 
to buy them and also, for export- 
ing similar goods made abroad to 
countries which can buy only with 
other currencies. 

He finds himself responsible for 
the welfare of wholly-owned for- 
eign subsidiaries for which he 
implements the full range of man- 
agement functions. He must as- 
sist local operating management 
in arranging adequate finance, 
personnel development, manage- 
ment succession, provision and 
maintenance of economical pro- 
duction facilities, production 
schedules, sales objectives, cost 
controi, and, finally, personnel 
training and development includ- 
ing the bringing of local nationals 
to the home office and factories 
of the parent company for train- 
ing and instruction. 

In relationship to overseas 
licensees, he exercises. similar 
management functions—but often 
in an advisory rather than a direct 
manner. 

Even this brief definition of the 
functions of a modern Manager 
of Foreign Operations makes it 
clear that he can only discharge 
these responsibilities well with 
the closest collaboration of his top 
management in integrating the 
domestic planning, policies and 
organization of his company with 
its program for foreign operations. 
He must be in constant contact 
with his company’s senior execu- 
tives on finance, manufacturing, 
selling and research — which 
means that the modern Manager 
of Foreign Operations needs to be 
a member of senior top manage- 
ment. 

How can he know whether or 
not to plan for another subsidiary 
operation abroad unless he knows 
his corporation’s future financial 
program. 

With today’s rapid dissemina- 
tion of news and of American 
publications to foreign business- 
men and bankers, any change of 
price, model or sales approach 
announced to the American public 
through domestic advertising is 
known to most overseas distribu- 
tors and their bankers within a 
maximum of three weeks. A well- 
planned foreign selling program 
can be upset completely by an- 
nouncement of a domestic sales 
campaign of which foreign opera- 
tions was uninformed when it 
launched its own plans. 


The top managements of the 
leading American corporations, 
which have attained the greatest 
success in foreign operations, rec- 
ognize these principles with re- 
spect to personnel and organiza- 
tion. 

With spect to “materials” 
the second fundamental in 
foreign enterprise, the same 
basic considerations apply as in 
the United States. There must be 
an adequate, economical] source of 
supply of raw materials, transpor- 
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tation, an appropriate labor force, 
proper channels of distribution 
and all the similar other elements 
necessary for success. 


Suggests New Source of Capital 

So let us consider the final—- 
but most important — elemeni, 
“money.” 

Until now the $52 billion of aid 
end military expenditures made 
by the United Siates overseas 
during the last 12 years has pro- 
vided the life blood which stepped 
up the level of employment and 
the rate of production around the 
world to record heights. As em- 
ployment increased, as more 
wages were earned,—as purchas- 
ing power grew larger, the desire 
for a better way of life was fed. 
The demand so created requires 
record capital investments not 
alone in the United States but in 
the other major countries of the 
free enterprise area as well. So 
today, we find that substantially 
evely more advanced country is 
outspending its rate of savings. 
Capital has grown scarce and in- 
terest rates have increased ma- 
terially. With the worldwide 
desire for more goods and better 
living, capital will continue rela- 
tively scarce and interest rates 
relatively high for a considerable 
period to come. 

Under these conditions, how do 
we finance new foreign opera- 
tions? How does American indus- 
try take advantage of the desire 
for its know-how and abilities to 
establish or increase local produc- 
lion abroad? How can economic 
aid be made available thrcugh the 
enduring relationships of private 
endeavor and private enterprise? 

The manufacturing license 
agreement is a partial answer be- 
cause such arrangements utilize 
the existing basic facilities of the 
overse.-- licensee. New capital is 
required primarily for special 
tooling and inventories of the 
newly licensed products. How- 
ever, in many countries abroad 
where money is tight and expen- 
sive, it may be more difficult for 
local enterprise to raise capitai 
funds than for an American coin- 
pany to do so at home. 

There is, I believe, another very 


simple answer, merely awaiting 
implementation by Washington 
officials, through a mechanism 


which has already been estab- 
lished. I am referring to the use 
of the funds obtained from the 
sale of our commodity surpluses 
to foreign countries for local cur- 
rency under Pubiic Law 480. 

A few wecks ago Secretary of 
State Dulles proposed to. the 
Senate Foreign Relations Supb- 
Committee that a means be found 


for providing true non-military 
economic aid, on a long-range 


basis, through an Economic De- 
velopment Fund. The sequence of 
action envisaged by Public Law 
480 can provide the mechanism 
which the Secretary of State was 
seeking. 

Under our agricultural support 
programs, enacted by the Con- 
eress, the Commodity Credit Cor- 
poration purchases certain § sur- 
plus commodities from our farm- 
ers. Today an inventory of over 
$7 billion worth of such commodi- 
ties is in storage. 

To move these commodities to 
nations in need of them, the Con- 


gress enacted Public Law 480 
authorizing the Department of 
State to make sales agreements 
with friendly foreign countries 
under which the purchase price 
is paid in the buyer’s currency. 


Contracts totalling almost 53 
lion have been negotiated. 


bil- 


Utilizing Par Value Credit 

When the United States Gov- 
ernment is credited with these 
local currencies, the International 
Cooperation Administration is au- 
thorized to loan such currencies 
back to the country from which 
they came or to keep a portion 
for on-the-spot official American 
use. The Administration has a 
policy guidance that 25% of the 


amounts loaned back should be 
channeled to private enterprise, 
but actual experience appears to 
indicate that this objective has 
not been reached. 


How useful to our foreign aid 
and foreign development pro- 
grams would it be if these funds, 
in local foreign currencies, could 
be loaned on an inecreaSing scale 
to competent private borrowers— 
either Americans or others — for 
local investment in new produc- 
tive enterprises. This would make 
it possible for American private 
enterprise — often in association 
with local interests—to undertake 
additional projects abroad, create 


new job opportunities and par- 
ticipate materially in economic 


development toward higher stand- 
ards of living. It would enlist the 
full knowledge, competence, and 
experience of the American busi- 
ness community in seeking ou! 


those productive enterprises 
which can be established most 
soundly and _ profitably under 


existing conditions. 

lf the Congress wishes to take 
an enlightened viewpoint toward 
the fuller utilization of these local 
currency funds, it might well 
stipulate that 60% be loaned back 
to the government of the country 
in question — one-half (or 30%) 
to be used for public works, in- 
cluding highways, irrigation, pub- 
lic buildings, hospitals and schools 
—the other half to be used to 
augment or improve fundamental 
services such as_ transportation, 
communications and the ygenera- 
tion of electric power. 

With respect to the remaining 
40%, the Congress should stipu- 
late that it is to be earmarked 
for lending to private industry— 
one-half to be loaned by the 
United States Government 
through a Washington agency 
while the other half is loaned 
through a local financial agency 
designated by the foreign govern- 
ment. 

Obviously, such loans should be 
made on terms commensurate 
with conditions prevailing in the 
country in question. In addition, 
the terms available to private in- 
dustry through Washington or the 
local financial agency must, of 
necessity, be the same. 

Such local currency loans to 
private industry provide an added 
source of capital in a wide-world 
tight capital market. 


Sees Devaluation Prevented 

In addition, the use of such local 
currencies eliminates the ex- 
change risk of devaluation which 
is always present when a direct 
dollar investment is made abroad. 
Avoidance of this risk alone 
should be a great encouragement 
to greater industrial development 
overseas under the guidance of 
American private enterprise. 


Would Aid Onr Manufacturers 
And Farmers 

With continuing purchase of 
agricultural commodities under 
the various support programs, and 
a continuing need for such com- 
modities by foreign countries 
abroad, we have the prospect of 
a reasonably steady flow of funds 
in local currencies for both pub- 
lic and private investment over- 
seas. With such a plan, Congress 
could report to its constituents 
that foreign aid programs are of 
direct benefit to both the agricul- 
tural and industrial sectors of the 
American economy. 

From the standpoint of the 
overseas country involved in such 
a program, it will bring to it a 
more rapid influx of American 
know-how: a greater willingness 
of Americans to invest: more jobs 
and a corresponding increase in 
local purchasing power; greater 
skills to local populations; and a 
demand for collateral services and 
activities wil] create additional 
local investment, business activity 
and jobs. These are the founda- 
tion stones of both economic and 
political stability. 


Conclusion 


In consequence, let us bring 
these elements together into an 
orderly conclusion. 

The demand for a better way 
of life is expressing itself vigor- 
ously throughout the world. The 
resultant demand for goods and 
services is exhausting the savings 
of the advanced nations and is 
creating a world-wide capital 
shortage with increasing interest 
rates. ‘The opportunities thus of- 
icred to investors in the more ad- 
vanced nations make less attrac- 
tive the development of more 
primitive areas. 


The Congress has created a 
plan through Public Law 480 


which could well generate a pool 
of local currencies of perhaps $1 
billion per year. In these cir- 
cumstances, is the time not ripe 
for the American Government 
and American private enterprise 
to combine these local currency 
resources and dollar funds avail- 
able through a bona fide, non- 
military, economic foreign aid 
program? Such a program could 
carry to both the older, more ad- 
vanced nations as well as to the 
hundreds of millions of people in 
the relatively primitive new na- 
tions, an effective public and 
private development program in- 
cluding local production and em- 
ployment of a type best suited 
to each particular economy, lead- 
ing to more earning power, 
consumption, economic and politi- 
cal stability, and a better way of 
life. 

Through such a joint effort, 
the Congress and the Administra- 
tion can enlist all the American 
genius for organization, financing, 
production, distribution, personnel 
training and development, and 
can apply it in the most enduring 
fashion through enterprises in 
which Americans and local na- 
tionals are working’ together 
under normal, commercial in- 
centives, 

| believe that the organization 
of such a program can be one of 
the most effective “secret 
weapons” of the United States in 
winning the cold war or main- 
taining the peace. Organization of 
such a program on a basis which 
is equitable to both the Americans 
und the businessmen and workers 
of the country in which each 
project may be undertaken, is one 
of the greatest challenges which 
American industry ever has had 
the opportunity to accept. 

I commend the thought that the 
New Dimensions in American 
Foreign Operations—the experi- 
ence we have had already in or- 
vganizing for production and dis- 
tribution abroad has prepared us, 
as businessmen and free enter- 
prisers, to carry our part of the 
responsibility for the success of 
such a joint program. 


Two With George K. Baum 
(Special to Tur Financia, CHRONICLE) 
KANSAS CITY, Mo.—John G. 
George and Abbey N. Leonard 
have become affiliated with 
George K. Baum & Company, 1016 
Jaltimore Avenue. 


Foster Marshall Adds 


to Tue FINANCIAL CHRONICLE) 
EUGENE, Oreg.—Richard Car- 

mody and Elmer J. Johnson are 

with Foster & Marshall, 55 West 


(Special 


JOth Avenue. 
White, Weld Adds 

White. Weld & Co., 20 Broad 
Street. New York City, members 
of the New York Stock Exchange, 
announce that Pike H. Sullivan, 
Jr.. is now associated with the 
firm as a registered representa 
tive 


Malcolm McAlpin, Dir. 


Malcolm E. McAlpin, partner in 
Talcott, Potter and Company ol! 
New York, elected to the 
Board of Directors of Hiller Heli- 
copters, it has been announced by 
President Stanley Hiller, Jr. 
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Cgo. Mun. Bond Club 
Announces Field Day 


CHICAGO, Ill.—Arthur E. Kirt-~ 
ley, First Boston Corporation, 
President of The Municipal Bond 
Club of Chicago announces that 
ithe 2ist Annual Field Day will 
be held Sept. 13, 1957 at the 
Medinah Country Club. The usual 
dinner on Thursday night preceed. 
ing the Field Day will be held at 
the University Club of Chicago. 

Members of the committees for 
the Field Day are: 


Raymond V. Condon, Genera! 
Chairman, B. J. Van Ingen & Co., 
Inc. 

Arrangements — William R 
Chamberlin, Chairman, Halsey, 
Stuart & Co. Inc.; Gene A. Frantz, 
Frantz Hutchinson & Co.; Paul L. 
Hackbert, Rodman & Renshaw; 
Carl H. Ollman, Dean Witter & 
Co.; George R. Smith, Glore, 
Forgan & Co.; Carl T. Swanson, 
Continental Illinois National Bank 
& Trust Co. 


Softball — Walter A. Hintz, 
Chairman, A. G. Becker & Co 
Incorporated; Phillip F. Koenig, 
C. F. Childs & Company; Blair A 
Phillips, Jr., Baxter & Company 
Robert J. Taaffe, Baxter & Com 
pany. 

Golf—O. Paul Decker, Chair 
man, National Boulevard Bank of 
Chicago; J. Franklin Bickmore, 
Boettcher and Company; Richard 
C. Nongard, Nongard, Showers & 
Murray, Inc. 

Prizes — John X. Kennedy, 
Chairman, White, Weld & Co. 
Hiram F. Bright, Harris Trust & 
Savings Bank; Philip W. K. Sweet, 
Jr., Northern Trust Company. 

Entertainment—Robert C. Haw-— 
ley, Chairman, Harris Trust & 
Savings Bank. 

Horseshoes — John P. Ballman, 
Chairman, Ballman & Main. 

Specia] Event—Robt. R. Brinker, 
Chairman, John Nuveen & Co., 
Inc.; Alan H. Bede, Julien Collins 
& Company; Frederick W. Chan. 
ner, Channer Securities Company 
J. David Everard, John Nuveen & 
Company; Charles A. Schoene- 
berger, Central Republic Com 
pany; Paul T. Stephens, Paine 
Webber, Jackson & Curtis. 

Reception — Arthur E. Kirtley, 
Chairman, The First Boston Cor 
poration; James P. Feeley, First 


Union Trust & Savings Bank 
Walter J. Fitzgerald, Jr., Blunt 


Ellis & Simmons. 

Transportation — Vincent New- 
man, Chairman, Allan Blair & Co.; 
Arthur G. Field, Lee Higginson 
Corporation; Wilbur G. Inman, 
John Nuveen & Company. 

Non-Resident Member Event-—- 
Fred D. Stone, Jr., Chairman, The 
Marine Trust Co. of Western; New 
York, New York. 

Associate Member Event—Edgar 
F. Grimm, Chairman, F. S. Mose- 
ley & Co.; Bruce H. DeSwarte. 

Tennis—De Witt Davis, Chair- 
man, Mullaney, Wells & Co. 


Bowman Appt’d by Blair 

FLINT, Mich.—Blair & Co. In- 
corporated, members of the New 
York Stock Exchange and other 
leading securities exchanges, an- 
nounced that Charles E. Bowman 
has become Manager of thei 
Flint, Mich., office, Sill Building 
succeeding the late William R 
Stokely. 


With H. 


Specs I 
BEVERLY HILLS, Calif. 
old K. Hampton has been 
the staff of H. Carroll & 
North Camden Drive. 


With Hemphill, Noyes 





Carroll & Co. 
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ecial te ecasectat, Clpenness 

LOS ANGELES, Calif.— Ceci! 
Ml. Hackathorne is now with 
Hemphill, Noyes & Co., 628 West 
Sixth Street. le was formerly 


with Akin-Lambert Co. 
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G. H. Gillies With 
Phillips Securities 


(Special to Tue Financiat CHRONICLE) 

MILWAUKEE, Wis.—George H. 
Gillies has become associated with 
Phillips Securities, Inc., 5856 
North Port Washington Road. Mr. 
Gillies was formerly an officer of 
First Trust Co. of Milwaukee for 
many years. 


1 
With Security Planning 
(Special to Tae Fryanciat CHRONICLE) 
WEST PALM BEACH, Fla. ~ 
Fred A. Keshen is now with Se- 
curity Planning, Inc., Harvey 
Building. 


With Allied Securities 


(Special to Tue Francia, CHRONICLE) 
ATLANTA, Ga. — James C. 
Hoover, Sr., is now affiliated with 
Allied Securities Corporation, 87 
Walton Street, Northwest. 





Joins Union Security 
(Special to THe Frnanciat CHRONICLE) 
CHICAGO, Ill. — Wallace S. 
Remington has joined the staff of 
Union Security Co., 29 South La 
Salle Street. 


With Myrl D. Maynard 


(Special to THe Financia, CHRONICLE) 
FREEPORT, Ill. — George P. 
Smith has become connected with 
Myrl D. Maynard & Co., State 
Bank Building. 


Ashton Adds to Staff 


(Special to Tae FrnanciaL CHRONICLE) 
DETROIT, Mich. — Mary H. 
McKay is now affiliated with 
Ashton & Co., 15315 West 
MeNichols Road. 


Newhard, Cook Adds 


(Special to THe FrnanciaL CHRONICLE) 

ST. LOUIS, Mo. — L. Gordon 
Davis has become associated with 
Newhard, Cook & Co., Fourth & 
Olive Streets, members of the 
New York ang Midwest Stock 
Exchanges. Mr. Davis was for- 
merly an officer of the Utilities 
Insurance Company. 


With Ratterman & Co. 


(Special to Tue Financiat CHRONICLE) 
CINCINNATI, Ohio—James P. 
Walsh is now affiliated with Rat- 

terman & Co., 311 Pike Street. 




























— —_ 
is looking into 
your future 


How does it look? Rosy? Free 
ef cancer? You hope! But 
hoping isn’t enough. Of every 6 
Americans who get cancer this 
year, 3 will die because science 
still has no cure for them. It will 
take lots of research to find that 
eure. Pitch in and help. Send a 
generous check right now 
to “Cancer” in care of your 
local Post Office. 

American Cancer Society 
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The State of Trade and Industry 


and transport costs. They added that they need more money to 
expand capacity from carnings. British iron and steel scrap prices 
were boosted $2.50 a ton, this trade publication further reports. 

In the automotive industry United States assembly plants in 
July are producing 9% more passenger cars than in the same 1956 
month and year-to-date output is running 5.5% aneed of last year, 
“Ward's Automotive Reports” stated on Friday, a week ago. 

“Ward’s” added that with assembly of 113,327 passenger cars 
booked for last week, paralleling the previous week’s 117,207, a 
strong 499.000 car completions are in prospect for July. In 1956, 
July volume was 448.876 units. 

The past week’s car building brought to 3,794,000 the number 
built since Jan. 1. Thus 1957 operations aie running 5.5% ahead 
of a year ago when 3,597,700 cars had been completed. 

Ending its 1957 model car assembly on Friday, was Rambler, 
winding up American Motors Corp. operations for the model year. 
Hudson and Nash 1957 output ended a month earlier. tie statistical 
agency declared, adding that five car makers have ended 1957 car 
assembly. Rambler on July 26; Lincoln, July 22; Nash and Hud- 
son, June 28 and Continental on May 13. 

Marring operations last week, ‘“‘Ward’s” said, was a wildcat 
strike at the Chrysler Corp. plant at Mack Ave., in Detroit. It cut 
into Plymouth operations. 

Truck manufacturing, meanwhile, held steady the past week, 
the month’s estimated volume ruining to 92,000, fully 9% over 
July last year. 

Considering mid-July sales trends, the auto industry is run- 
ning into a month-end buildup in its new car dealer inventory 
following sizable reductions in both May and June, “Ward’s” 
reported. 

In the oil industry the nation’s crude oi! stocks continued their 
recent advance by rising en additionol 5.424.009 barreis in the 
week ended July 20 to a total of 265,682,000 barrels, the United 
States Department of Interior renorted. 

According to the agency’s report, stocks of foreign crude 
cropped by 468,000 barrels, but this was more than offset by a 


9,692,000 barrel jump in supplies of domestic crude. 


Reports from 497 lumber mills showed new orders for the 
week ended Juiy 20 were 9.6% larger than for the preceding 
period, but 0.2% below the like week last year, according to the 
National Lumber Manufacturers Association. Production for the 
week was reported 24% above the July 13 week, but 8.6% below 
1956, while shipments exceeded tne preceding period by 16.2% 
and trailed the year-earlicr pace by 3.2%. 

The valuation of building permits issued in 217 cities includ- 
ing New York during June again fell slightly below the cor- 


responding 1956 month, Dun & Bradstreet, Inc., reports. The 
aggregate for last month was $543,893,626, a decline of 2.7% from 


$558,856,212 for June a year ago. A comparison with the May 
figure of $560,278,567, revealed a drop of 2.9%. Among the 
geographical regions, the South Atlantic and the South Central 
were the only ones to report increases in permit value totals over 
June last year. 

For New York City alone, building permits for June were up 
9.6% to $55,200,493 from the $50,349,355 for June last year, but 
were down 13.3% below the $63,632,718 for May. 

Building permit values for the 217 reporting cities for the 
first half of 1957 continued slightly above the 1956 volume de- 
spite the fact that four of the elapsed six months of this vear 
showed declines from a year ago. The cumulative total for 1957 
reached $3,088,103,233, or a gain of 1.2% over the preceding year, 
and a new high record for the period. 


Steel Production Scheduled This Week at 82.2% 
Of Ingot Capacity 

Steel ingot production declined 1.5 points to 79.5% of rated 
capacity last week, but producers are encouraged by signs of in- 
creasing demand, “Steel” magazine stated on Monday of this 
week. The week’s output was 2,035,000 net tons. 

_ The metalworking weekly noted that steelmakers are opti- 
mistic even though July tonnage will be the smallest for anv 
non-strike month since February, 1955. 
. The industry anticipates a strong pickup, pinning its hones 
for an active fall and winter on a sharp revival in automotive 
requirements. A substantial gain in appliance needs and gen- 
eral improvement in demand is also looked for. With inven- 
tories low, buying for current needs and for stockpiling is expected. 

For most products, availability will likely exceed demand. 
Even in structurals and plates, increased capacity will make for 
easier supply conditions over the coming months. There is reason 
to believe that both items will come into reasonable supply- 
demand belance by the end of this year. 

The general business outlook is that 1957 will be as good as 
1956, perhaps slightly better, according to this trade weekly. The 
important difference, however, will be that while the over-all 
trend in 1956 was generally up, the trend this year is slightly 
down. 

Factors bolstering expectations of a good year are initial 
reports of first half earnings of nine steelmakers which are 
slightly better than a year ago. Gross National Product in the 
first half too, registered a 6% gain over that of the same period 
last year, reaching an annual rate of $433,500,000,000 in the 
second quarter. 

_ “Steel’s” industrial production index averaged 158 for the 
first half of 1957, compared with 155 in the corresponding period 
last year (1947-1949—100). The index is made up of steel output, 
electric power output, freight car loadings and auto assemblies. 
_ The publication declared that the way industrial produc- 
tion bounced back after the July 4th holiday shows that the 
over-all economy is still strong enough to overcome weaknesses 
of some of its major parts. 

It said to look for machine tool industry shipments to reach 
at least $950,000,000 in 1957, compared with $886,000,000 in 1956. 
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Shipments of $83,100,000 in June were up 5.6% fro May’s and 
reduced average backlogs to 4.2 months. 

The best year in the history of the industrial 
industry is in sight. Estimated sales this year are 
000, or a 3% gain over those in record 1956. 

The leisure market is expanding. Americans will s 
$20,000,000,000 annually on recreation by 1962, compared 
$14,300,000,000 this year. 

In the steel market, price schedules are still sein revised 
but are not reflected this week in “Steel's” arithmetic composite 
on base prices of finished steel. It remained at $146 net ton 
in the week ended July 24. . 

Scrap prices continued to ease. The publicatio 
on the steelmaking grades dropped for the fourth 
week, At $54 a gross ton, it’s off another 33 cents 

The American Iron and Steel Institute announced that the 
operating rate of steel companies, having 96.1% of the steelmak - 
ing capacity for the entire industry will be an averaze of 82.2% 
of capacity for the week beginning July 29, 1957, equivalent to 
2.103.000 tons of ingot and steel for castings, as compared with 
79.4% of capacity, and 2,033,000 tons (revised) a week Zo. 

The industry’s ingot production rate for the weeks in 1957 
is based on annual capacity of 133,459,150 tons as of Jan. 1, 1957. 

For the like week a month ago the rate was 78.5 and pro- 
duction 2.009.009 tons. A year ago the actual weekly production 
was p'aced at 415,000 tons or 16.9% as a result of the strike by 
the AFL-CIO United Steelworkers Union, 

The operating rate is not comparable because apacity is 
higher than capacity in 1956. The percentage figures for 1956 
are based on an anrual capacity of 128,365,090 tons as of Jan. 1, 
1956. 

Electric Output Last Week Eased Slightly Below 

Prior Period 

The amount of electric energy distributed by the tric light 
and power industry for the week ended Saturday, July 27, 1957, 
was estimated at 12,243,000,000 kwh., according to ‘ne Edison 
Electric Institute. Output the past week registerec slight de- 
cline below the previous period. 
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The past week’s output decreased 63,000,000 sn. below 
that of the previous week: it rose 948,000,009 kwh. or °.4° above 
the comparable 1956 week and 1,516,000,000 kwh. o he week 


ended July 30, 1955. 


Car Loadings Rese 7.4% Above Prior Week Which Was 
Affected By the Miners Annual Vacation 
loadings of revenue freight for the week ended uly 20, 1957, 
increased by 51,368 cars or 7.4% anove the orecreding week, which 
was affected by two davs of the coal miners’ ant vacation, 
the Association of American Railrcads reports. 


Loadings for the week ended July 20, 1957, tuts.ea 743,359 
cars. an increase of 94,867 cars, or 14.6% above the corresponding 
1956 week. when a nationwide steel strike was in e:tect, but a 


oO 5 


decrease of 28,549 cars, or 
week in 1955. 


4.9% lower than the « esponding 


U. S. Automotive Outnut in the Latest Week Brought 
1957 Operations 5.5% Ahead of a Year Ago 
Automotive output for the latest week ended Ji-y 26, 
according to “Ward’s Automotive Revnorts,” brought 
ing to 3,794,00C units thus far this year, or a gain o7 5.5 
1956 operations. 

Last week’s car output totaled 118,327 units a 
with 117,207 (revised) in the previous week. The bast ek’s pro- 
duction total of cars and trucks amounted to 139,776 units, or a 
gain of 576 units above that of the preceding wee<s output, 
states “Ward's.” 

Last week the agency reported there were 21,449 * 
in the United States. This compared with 21,993 in 
week and 21,426 a year ago. 

Last week’s car output rose above that of the | 
by 1,120 cars, while truck output declined by 544 venice 
the week. In the corresponding week last year 111.247 
21,426 trucks were assembled. 
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In Canada last week, 8,075 cars-and 1,591 trucks assem- 
bled as against 7.689 cars and 1,664 trucks the week oefore, and 
9.169 cars and 2,161 trucks in the similar period a year ago. 


Business Failures Declined the Past Week to Lowest 
Level in Three-Week Period 

failures declined to 226 in the 
week ended July 25 from 266 in the preceding week, Dun & 
Bradstreet. Inc., reported. At the lowest level in three weeks, 
the toll fell below the 274 a year ago, although it remained above 
the 201 in 1955. Failures were 22% less numerous than in the 
comparable week of pre-war 1939 when 291 occurrea 

Casualties involving liabilities of $5,000 or more dipped to 
195 from 227 in the previous week and 225 last yea: iecrease 
also occurred among small failures with liabilities under $5.000, 
which were down to 33 from .39 a week ago and 49 in i956. Six- 
teen businesses failed with liabilities in excess o1 $100,000 as 
against 23 in the preceding week. 

All industry and trade groups except manuiacturing had 
lower tolls during the week. Retailing casualties declined to 115 
from 146, wholesaling to 15 from 22, construction to %5 from 38 
and commercial service to 12 from 20. The contrasting increase 
among manufacturers lifted their toll to 51 from 40. >ewer con- 
cerns failed than last year in all lines. 


Wholesale Food Price Index Advanced for Fourth 
Straight Week 

Rising for the fourth successive week, the who.esale food 
price index, compiled by Dun & Bradstreet, Inc., went to $6.35 
on July 23, from $6.31 the week before, to set a new high since 
June 28, 1955 when it stood at $6.42. The current tigure repre- 
sents an increase of 4.4% over the $6.08 for the c -sponding 
date a year ago. 

Higher in wholesale price last week were flour, I barley, 
hams, bellies. beans, eggs, hogs and lambs. Lower in cost were 
wheat, rye, oats, lard, sugar, cottonseed oil, cocoa and potatoes. 

The index represents the sum total of the price per pound 


Commercial and industrial 


of 31 raw foodstuffs and meats in general use and its ief func- 
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vaca to show the general trend of food prices at the wholesale 
evel. 


Wholesale Commodity Price Index Continued Its Upward 
Climb of the Preceding Week 


There was another rise in commodity price movements last 
week. On Monday, July 22, the daily wholesale commodity price 
index, compiled by Dun & Bradstreet, Inc., stood at 293.59, up 
slightly from the 293.48 of the preceding week and moderately 
above the 286.51 of the corresponding 1956 date. 

A rise in prices on most grains occurred the past week. In- 
creased trading in corn moderately boosted prices. Although 
purchases of wheat slackened, prices exceeded those of the pre- 
ceding week. Wholesalers reported a considerable increase in 
soybean prices, as transactions rose noticeably. The record level 


of soy bea: trading was attributed to pessimistic surveys of crop 
conditions. 
Reports indicating favorable growing conditions, resulted 


in a slight price decline in oats futures prices last week, but trad- 
ing expanded noticeably. Total purchases of oats on the Chicago 
Board of Trade amounied to 44,108 bushels, compared with 21,- 
375 bushels in the prior week and 23,638 bushels a year ago. 
Transactions in soybean futures in Chicago totaled 155,927 bushels 
as against 42.265 bushels a week earlier and 85,239 bushels last 
year. 

Many tiour wholesalers reported a rise in bookings a week 

ago and prices climbed appreciably. At 38,012 sacks, flour receipts 
at New Yor railroad terminals on July 19 were noticeably below 
those of = week earlier. Of the total for the latest date, 31,862 
sacks were tor export and 6,150 were for domestic use. 
Buyers stepped up their orders for rice again the past week 
and prices moved up’ somewhat. Export buying continued to 
rise and wholesale stocks were reduced. Sugar prices fell slightly, 
following decrease in trade. In coffee markets, trading was 
sluggish. holding prices close to those of the prior week. 


Althoush cocoa prices advanced at the beginning of the week, 
they closcd on Friday at the same levels as a week earlier. There 
was a slicut rise to 316,449 bags in New York warehouse stocks 
during t week: a year ago they totaled 421,423 bags. United 
States c arrivals amounted to 2,341,455 bags compared with 
2,727,282 bags in the comparable 1956 week. 

Hog ces rose to another two year high on Friday, as buy- 


ing continued to expand with hog receipts in Chicago slightly 
less than in the prior week and below expectations. Limited 
wholesale supplies of steers resulted in moderate price increases. 


Lamb prices were sustained at week earlier levels. Despite the 
rise in prices on hogs and vegetable oils, lard prices were un- 
changed. and purcheses lagged. 

The possibility of new price support legislation resulted 
in a decrease in cotton futures prices at the beginning of the 
week, but increases prevailed at the end of the period when no 
such price supports seemed likely before 1959. 

Averace daily consumption of cotton in June was estimated 
at 53,300 bales, according to the New York Cotton Exchange as 
compare: ith 33,600 bales in May and 32.400 bales in June 
1956. United States exports of cotton staple in the week ended 


last Tuesday 
the prey 


totaled about 195,000 bales as against 73,000 bales in 
s week and 18,000 bales in the similar week last year. 


Trade Volume in Latest Week Was 1% Below to 


*) ° . . ge 
3% Above Like Period in 1956 
As rance sales promotions on Summer merchandise 


slackenea 
a week ac 
of Summe) 


vomen shoppers increased their buying of Fall apparel 
with gains in suits, coats, dresses and sweaters. Sales 
sportswear and cotton dresses slipped siightly. While 


interest nen’s Summer sports shirts expanded appreciably, 
the call tor lightweight suits lagged. A slight rise occurred in 
purchases oi furniture. some major appliances and air condition- 
ers. Traditional white sales promotions stimulated interest in 


linens, a? volume exceeded that of last year. Grocers reported 
continue iying of picnic specialties, fresh meat, ice cream and 
dairy products. while volume in canned goods sagged. There was 


a moderatc rise in volume in both new and used passenger cars 
and sales were close t> those of a year ago. Total retail trade 
equalled that of the prior week. 


The total] dollar vclume of retail trade in the period ended on 
Wednesday of last week was from 1% below to 3% higher than 





a year ac according to estimates by Dun & Bradstreet, Inc. 
Regional estimates varied from the comparable 1956 levels by 
the following percentages: New England and West North Central 
1 to 5: Middle Atlantic, South Atlantic and West South Cen- 
tral 0 te 4: East North Central 3 to +1: East South Central 
3 to —7: Mountain and Pacific Coast —1 to +3% 
There was a moderate rise the past week in orders for wool- 
ens and worsteds, as many apparel manufacturers in- 


planned 
roduciion schedules in the next few weeks. Transactions 
wool in Boston and Philadelphia expanded appreciably. 


creased } 
In Carpet 


Limited retail stocks stimulated the buying of men’s and women’s 
Fall appare! and re-orders for Summer merchandise. Attracted 
by showings in New York and Los Angeles, buyers stepped up 
their orders for curtains and draperies and the volume was slightly 
higher than a year ago. Transactions in major appliances and 


television seis were sluggish. 

Department store sales 
from the Federal Reserve 
July 20, 1957, increased 
the preceding week, July 
For the four 
recorded 


on a country-wide basis as taken 
Board’s index for the week ended 
above the like period last year. In 
1957, an increase of 5% was reported. 
weeks ended July 20, 1957, an increase of 4°: was 
For the period Jan. 1, 1957 to July 20, 1957, an increase 


+ % 
13, 


of 2% was registered above that of 1956. 

Retail trade volume in New York City the past week ad- 
vanced 6°, to 8% above the like period a year ago, according to 
estimates by trade observers. 


Hot weather early in the week, together with promotions by 
some stores. resulted in the largest volume of sales for electric 
fans thus far this year. 


According to the Federal Reserve Board’s index, department 
store sales in New York City for the weekly period ended July 20, 
1957, increased 2% above that of the like period of last year. In 
the preceding week, July 13, 1957 an increase of 5% was reported. 
For the four weeks ending July 20, 1957, an increase of 4% 
registered For the period of Jan. 1, 1957 to July 20, 
index recorded a rise of 4°% above that of the 
period of 1956. 


was 
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ager one needs a specialized edu- 
cation devoted to these objectives. 

Secondly, like any other prac- 
titioner, a substantial amount of 
experience and specialization is 
necessary in order to acquire 
maturity and balanced judgment. 
Some people never achieve these. 

Thirdly, it cannot be emphasized 
too strongly that the management 
of other people’s money involves 
fiduciary standards of the highest 
character. Basically, moral honesty 
is only a beginning. Competence, 
expertness, impartiality, arm’s 
length dealing, are also required. 
In short, a high sense of moral 
ethics combined with ability, is 
necessary. 


C. Criteria for the Selection 

Investment Guidance. 

We now come to the problem of 
setting up standards to evaluate 
the various sources of investment 
guidance which are available to 
the financial centers. Among the 
important criteria to be consid- 
ered in procuring assistance in the 
investment of union pension funds 
are the following: 

(1) Is the prospective adviser 
competent? 

(2) Is the guidance tailored to 
unique pension fund require- 
ments? 

(3) Is the portfolio supervision 
continuous? 

(4) Is the adviser impartial and 
free from conflicts of interest? 


of 


(1) Measures of investment com- 
petency. 
The selection of an investment 


adviser is in many respects siini- 
lar to that of choosing a doctor 
or lawyer. And all too frequently 
it is done on the same basis; geo- 
graphy proximity; friendship; rec- 
ommendation by friends; or, hear- 


say reputation. Furthermore in 
the case of the financial adviser 
there are no formal educational 


requirements, no examinations to 
pass, or license to be granted. 
Security analysts vary in quality 
as well as in specialties. Starting 
from scratch, in a scientific ap- 
proach, to select a securities ana~ 
lyst the following factors are sug- 
gested as consideration to measure 
a man’s competency: 

(a) Technical education in busi- 
ness and security analysis. It is 
almost necessary in these days of 
specialization to have a college 
education. Not only are specialists 
required, but also men of broad 
economic vision are needed. 

(b) How old is the analyst? 

(c) How much real qualifying 
experience has he had? 

(d) Though a specialist in a 
particular field, does he never- 
theless have a broad, comparative 
viewpoint? 

(e) What 
has he 
clients” 

(f) Is he well balanced, or does 
he have psychological predisposi- 
tions’? Is he constantly an op- 
timistic “bull.” 

(g) Does he have the capacity 
to reason analytically? Have you 
read some of his reports and rec- 
ommendations and his reasons 
therefor? Do not just read his 
current ones, look at what he 
wrote several years ago and see 
how it stood up in the light of 
experience. 


What 
his 


is his record? 
accomplished for 


What you are doing is buying a 
man’s brain, his ability to think, 
to reason and to judge. These 
shovla not be “hunches” but well! 
thought out reasoned conclusions 
which can be embodied and ex- 
amined in a written report. 

One thing we must need guard 
against is the man’s apparent suc- 
cess in the form of large number 
of clients. This may be a result 


of an “elaborate front” or success- 
ful selling ability as contrasted 
with analytical investment com- 
petence. 

To judge the technical compe- 
tence of an investment consultant, 
unions need on their staff tech- 
nicians who are able to evaluate 
the quality of his work. For ex- 
ample, the patient cannot judge 
the quality of work performed by 
a dentist, only another dentist can 
do that. All the patient knows 
is whether it hurts or not, and 
perhaps it would hurt with any 
dentist. 


(2) Guidance tailored to pension 
fund needs. 

To be most effective, advice has 
to be patterned according to the 
special needs of the pension fund. 
These funds, as we have noted, 
have individual and unique in- 
vestment characteristics, such as 
long-term outlook, lack of need 
for liquidity, and the importance 
of compound interest and yield. 
Investment guidance and recom- 
mendations should ve made with 
l.ese individual requirements al- 
ways uppermost. The guidance 
must cover policy as well as spe- 
cific investment recommendations. 


(3) Continuity of portfolio super- 
vision and service. 

A portfolio cannot be success- 
fully managed simply by taking 
an occasional look at it. It has to 
be lived with. So much can hap- 
pen between periodic reviews that 
reliance upon such practice would 
be highly dangerous. The owne! 
of securities could be lulled into a 
ialse sense of security under such 


an arrangement. One would not 
buy a security which does not 
appear to have favorable pros- 


pects at the time of purchase, but 
industry conditions and the man- 
agement of a company can both 
change rather quickly, so that it 
is necessary to keep constantly 
vigilant, or serious losses could 
result. You cannot buy stocks, 
lock them up in a safe deposit 
box, and then blithely forget about 
them. Also because of the con- 
tinuous inflow of funds there is 
need for constant attention. 


(4) Absence of conflicts of inter- 
ests —Impartiality of judg- 
ment, 

An important factor in the ren- 
dering of unbiased or impartial 
judgment is the absence of any 


conticts of interest between the 
adviser and his client. This is a 
subtle intangible but most im- 


portance factor affecting the abil- 
ity of an adviser to render satis- 


factory service in his fiduciary 
capacity of handling other peo- 
ple’s money. There should be no 
conflict of interest between the 


adviser and his client. Otherwise, 
how can he faithfully perform his 
duty? If an adviser has securities 
for sale, and one issue carries with 
it a larger commission than an- 
other, he might be influenced to 
sell to his client the former even 
though the latter would be more 
suitable for the portfolio. If he 
is compensated on the basis of 
activity, it would take a strong- 
minded adviser not to trade more 
than may be necessary. If his fee 
is based on a percentage of prof- 
its. the adviser might be inclined 
to take more speculative risks 
than he should. In brief, self-in- 
terest can prejudice a decision. 


IV 


Analysis and Appraisal of Types 
Of Investment Guidance 

I do not desire to praise Caesar 

not to bury him but to analyze 

and evaluate him. Our problem 

take the investment 


now is to 
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adviser job specifications and ap- 
ply them to the various alterna- 
tives. 

Among the chief sources of in- 
vestment guidance are: 


(1) Union legal counselors. 

(2) Security dealers and brokers. 

(3) Commerical banks and 
country banks. 

(4) Trust companies and trust 
departments. 

(5) Pension consultants. 

(6) Investment counselors. 


(1) Union Legal Counselors. 

Let us first consider the prac- 
ticing attorney specializing in 
serving labor clients. These attor- 
neys have an outstanding oppor- 
tunity to render a real and needed 
service to their clients in matters 
of investments. He has the union’s 
confidence and their best interest 
at heart. Tnese lawyers, because 
of their general education and as 
man of affairs, may have con- 
siderable investment understand- 
ing. On the other hand, he may 
be reluctant to admit to a client 
his lack of general competence in 
this specialized field. A lawyer, 
by virtue of being a _ lawyer, 
per se, is not competent to be an 
investment adviser. The _ best 
services he could give his client 
is to help him select a competent, 
qualified, full-time investment 
guide. 

As a matter of fact, most attor- 
neys have so much law business 
that they don’t have any time to 
devote to investment management. 
Most successful lawyers keep far 
away from the specialized busi- 
ness of giving investment advice. 
They recognize their own profes- 
sional limitations. Lawyers are 
men of ability but because of 
concentration on legal matters 
lack the technical competence to 
advise on investments. It is a most 
serious disservice to a client to 
undertake to do something for 
which you are not qualified. All 
too often the lawyer is merely 
passing on to pension fund: man- 
agers the latest tips telephoned 
from his broker rather than well 
reasoned recommendations tai- 
lored to the unique requirements 
of the pension fund. 


(2) Security Dealers and Brokers. 
Our second category, security 
dealers and brokers, deserves spe- 
cial attention because they are 
{frequently mistaken for profes- 
sional investment advisers. There 
is a wide variation in the type, 
character and quality of service 
offered by this group. They range 
from wholesale underwriting 
houses to small over-the-counter 
traders and odd-lot-dealers. 

(a) Are they competent? They 
should be experts in their special 
financial field by virture of long 
experience. But that field is not 
union pension fund _ investing. 
Some of the larger firms have ex- 
cellent research staff but their 
recommendations are usually 
geared to attracting individual 
customers and generating trading 
activity since their major source 
of compensation comes from com- 
missions on trades. Often, the 
research group is not well 
rounded, but have only one or 
two leading men specializing in a 
narrow field. Here you have to 
consider with whom you are deal- 
ing, the customer’s man who may 
be paid on a commission basis or 
the research man on a salary. 
Brokers are specialists in com- 
mon stock hunting. In general 
they are psychologically biased on 
the bullish buy side to attract 
customers. Suggestions are often 
made for the short-term trading 
rather than long range investing. 

(b) Brokers give excellent cler- 
ical supervision over the portfolio 
if they have its custodianship. Or- 
dinarily they are not set-up to 
give continuous qualitative super- 
vision over the policies and par- 
ticular holdings of a large 
portfolio. Some firms, like Merrill 
Lynch, Pierce, Fenner & Beane 
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and Smith, Barney & Co. have set 
ip special departments just to 
service pension accounts. 

(c) Does the broker's advice 
suffer from conflicts of interest’ 
There y be several conflicts. 
Pressure be excrted to 
hail out the underwriting depart- 
nent which has a sticky issue o1 
ts hands. Compensation is 
‘cording to trading activity and not 
m quantity or quality of invest- 
nent advice. It is always bette 
to pay for a service directly and 
1ot as a by-product. The compen- 
sation is more cquitably adjusted 
ind the quality of service 
perior. You always get petter serv- 
ice when dealing with people who 
wre making a profit on you. 


nia 


may help 


ace 


is su- 


13) Commercial Banks and Trust 
Companies. 

These organizations are usually 
very competent in their special 
field of personal loans, short-term 
business loans, commercial paper, 
self-liquidating bills, and govern- 
ments. This type of work does not 


enable them to give competent 
advice on a general long term, 


diversified portfolio which con- 
tains a substantial amount of 
common stocks of companies 
which are not depositors in that 
bank. The mere fact that union 
pension funds are on deposit does 


not insure nor entitle you to 
“free” comprehensive portfolio 
advice. 


1) Trust Companies and Trust 
Departments of Large Metro- 
politan Institutions. 

In contrast to the commercial 
banks are tne huge trust depart- 
ments of metropolitan banks which 
handle billions of pension funds. 
‘The Bankers Trust Company has 
ver $2.4 billion in one pension 
fund, that of the Bell Telephone 
Syst.m. Estimates place tue total 


pension funds it administers at 
“wice that amount. 

Let us apply the qualifying 
‘riteria to these institutions. 

(a) Are the trust companies 
competent? Yes. These trust de- 
partments have excellent, well 


rounded research staffs. For years, 
these trust departments have had 
to maintain staffs to follow the 
investments in which they were 
interested in as fiduciaries. It was 
only a short step to applying this 
information to specialized pension 
fund administration. 

(b) Is their advice tailored to 
the requirements of their pension 
fund clients? Certainly the trust 
staff are well aware of pension 
investment problems. Tnere may 
be so many accounts that they 
really do not get close individual 
personal attention. 

(c) Trust supervision 
tinuous and_ securities 
under a constant check. 

(d) Is the trust department un- 
biased? It certainly tries to be. 
The invesiment officers are with- 
yut question conscientious men of 
the highest integrity. But it is 
possible that conflicts may arise 
with the Commercial Department 
which solicits large deposiiors 
whose securities may be held by 
the Trust Department. If securi- 
ties to be liquidated because 
2 a deteriorating credit condition 
which ones will be sold first 


is 


are 


con- 
kept 


are 


5) Pension Consultants. 


This is a particularly specialized 


Zroup wo0se major activity is to 
advise their union clients on the 
cost or actuarial aspects of a re- 


ftirement program assuming a 
given earnings rate on the pension 
fund. The cioseness of these con- 
sultants to their clients gives them 
an intimate knowledge of the pen- 
sion requirements. 


Partly because of the needs of 
their clients and the desire to 
render a complete service some 
pension consultants have extended 
their activity to include the ren- 
dering of investment advice. This 
may be somewhat of a _ supple- 
mentary adjunct to their general 
pension work. The investment 
advisory service should be evalu- 
ated on the same standards 
that of investment counselors who 
are discussed in the next section. 


as 


In summary, these pension con- 
sultants seldom have the well- 
rounded and complete staff neces- 
cary for the adequate management 
of a large portfolio. A small in- 
vestment staff may be quite com- 
petent to render advice on policy 
matters. It is doubtful whether 
they are set up to provide recom- 
mendations as to individual com- 
mon stock commitments and con- 
tinuing supervision over the port- 
folio. A custodianship would, of 
course, have to be set up either 
with a broker or a trust company. 


(6) Investment Counselors. 


Investinent counselors are indi- 
viduals, partnerships, or corpora- 
tions which specialize in render- 
ing technical economic, financial 
and investment advice. The coun- 
sel fees usually begin at one-half 
of one percent of the first hundred 
thousand dollars, with a cown- 
ward graduated scale. 

jricfly, they are in the business 
of jivoviding continuous advice 
and supervision on the manage- 
ment fund according to the needs 
of the particular client. Profes- 
sional investment counselors are 
men who have the security mar- 
kets, industries, and economic 
trends under constant study and 
use them es a background for 
evaluating the prospects of com- 
panies and their securities. 

There are a 
which maintain 
They operate 
management committees which 
define policy and prescribe the 
securities which will be bought or 
sold. Their statistical departments 
cover all securities which are held 
in all client accounts. 

“he smaller sized firms consist 
of a few partners or officers and 
supporting clerical and secretarial 
staff. Such firms are not ordi- 
narily large enough to justify 
having their own research person- 
nel. The partners to this work 
personally. They also evaluate the 
material obtained from _ outside 
research organizations which are 
sometimes engaged on a retainer 
basis. The advantage to a small 
pension fund of a medium sized 
firm is that the partners them- 
selves are experienced analysts 
and in addition have the authority 
to modity firm policy to fit the 
pension requirements without first 
obtaining committee approval. 

Most investment counsel are 
registered with the SEC under the 
Investment Advisers Act of 1940. 
It should be emphasized that this 
1egistration does not guarantee 
quality of advice or service. The 
wdministration of the Act by the 
SEC merely attempts to keep con- 
victed felons out of the business 
and to eliminate conflicts of in- 
terest, 

Typically, investment counselors 
render only advice. They do not 
provide custodial service. They are 
essentially specialists, devoted to 
managing other peoples money 
with great particularity. 

(2) Are counselors competent? 
indicated above in discussing 
criteria of competency the 
important thing to conside: 
is the record of accomplishment. 
Competition will force them out 


firms 
offices. 
central 


few large 
branch 
through 
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of business unless they are able 
to “deliver the goods.” 
(b) Is the guidance tailored for 


pension funds needs? The very 
essence of investment counsel 
service is characterized by the 


personal attention given to indi- 
vidual client requirements. 

(c) Is investment counsel serv- 
ice continuous’? One of tine chief 
objectives of investment counsel 
service is to give continuous indi- 
vidualized attention to the invest- 
ment needs of their clients. The 
extent to which practice conforms 
to theory, ol course, is a question 
of fact which varies from firm 
to firm. 

(d) Are investment counsel free 
from conflicts of interest? Ordi- 
narily yes. Fees are based on a 
straightforward service basis. It 
is always possible, of course, that 
conflicting interests might be ac- 
quired like that of a directorship. 


(7) Mail Subscription Services. 


Distinct and separate from the 
sources of investment guidance 
mentioned in the preceding sec- 


tious are the mail subscription 
services which are available for 
a few dollars. The most notc- 


worthy of these are Moody’s In- 
vestment Service and Standard & 
Poor’s Investment Advisory Serv- 
ice. The major job of these com- 
panies is publishing material 
about individual companies. 
Moody’s does this with bound 
volumes which are kept up-to- 
date with current supplements. 
Standard & Poor's, on the other 
hand, maintains an up-to-date 
loose leaf binder system. Moody’s, 
for example, publishcs five vol- 
umes under the general headings 
ot Transportation; Utilities; Indus- 
trials; Banks: and Governments. 

In addition, both of these agen- 
cies supplement or augment their 
corporate reporting with spccial- 
ized counselling service. This 
counselling service, in general, 
hase two aspects. For a fee they 
will send you regular recommen- 
dations to buy or sell in one or 
more fields, setting forth in some 
detail the reasons for their rec- 
commendations. The second aspect 
of their service is that they will 
review a portfoiio submittcd to 
them from time to time. This type 
of service, however, is not rec- 
ommended for pension funds as it 
is not particularly tailored to long 
run individual requirements. In 
other words, it lacks the quality 
of. bcing personally tailored to 
their requirements, nor is it con- 
tinually supervised. 

Such services, do, however, con- 
tain many helpful suggestions for 
fund managers and are often 
utilized by them in the handling 
of the common stock portfolio as 
well as the bond sector. 

Vv 
Sources of Information About In- 
vestments and Business Conditions 


For the labor executive who 
wants to be able to discuss current 


financial affairs in an informed 
manner at the conference table, 


the following reading is suggested: 
(A) General Financial Publica- 
tions: 

(1) Wall Street Journal. 

(2) Commercial and Financial 
Chronicle. 

(3) Journal of Commerce. 

(4) Business Week. 

(5) Forbes Magazine. 

(6) Monthly economic letters by 
N. Y. Federal Reserve Bank: 
First National City: Chase 
Manhattan: Guaranty Trust 
Bankers Trust Co., et al. 


(B) Government Publications 

(1) Federal Reserve Bulletin. 

(2) Survey of Current Business. 

(3) President’s Economic Report 

(C) Textbooks: 

B. Graham & D. Dodd, Securit, 
Analysis, McGraw-Hill. 3rd 
ed. 1951. 

B. Graham, The Intelligent Inves- 


tor, 2nd ed. Harper & Bros. 
1954. 


R. Badger & H. Guthmann, Invest- 
ments, Prentice-Hall, 4th ed. 
1951, 

VI 
Costs of Investment Guidance 
Good advice is worth what it 
costs. In investments you can’t 
pay too much for good guidance. 

You get what you pay for. You 

ao not gett something of value 

for nothing. Poor, free advice is 


dangerous. Compensation should 
be direct and a straightforward 
payment. It should not come 


about as a by-product from com- 
inissions or deposits. 

it costs money to maintain an 
adequate research organization. It 
costs more to provide good com- 
mon stock counsel than it does to 
administer a high grade bond 
portfolio. It takes work to dig 
out under-valued common stock 
situations. Comprehensive inves- 
tigations must be made. Often 
staff must be sent on field trips 
to interview operating officers ana 
the financial vice-president. Spe- 
cialized, technical consultants like 
cngineers, physicists, chemists, 
may have to be retained to keep 
ahead or merely abreast of rapid- 
ly changing technology. But it is 
only by these methods that growt. 
situations can be obtained. 

Annual bank administration 
fees may run from 1/20th to 1/40th 
of one percent of the sums ad- 
ministered. These fees seem en- 
tirely inadequate even when aug- 
mented by such factors as earnings 
on uninvested cash on commercial 
deposit. The compensation is 
made too competitive. These fees 
need to be increased to iusure the 
rendering of the best possible 
service. In general, bank salaries 
are too low to hold a good indus- 
trial common stock man. 

Investment counsclors who de- 
vote more time to stock analysts 
have a higner scale of fee tuan 
that of the typical bank or trust 
company. 


Summary 

In closing, I would like to stress 
these thoughts: 

(1) A union fund manager needs 
an independent consultant or staff 
member to help him decide tie 
kind of service he needs; to select 
a professional adviser who spe- 
ciaiizes in rendering that type of 
service; and, to evaluate the spe- 
cialist’s recommendations. 

(2) Investment management is 
a full-time, professional job, re- 
quiring the highest degree of 
technical competence and adher- 
ence to fiduciary standards. 

(3) Factors or criteria to be 
considered in the selection of a 
professional investment adviser 
include the following: 


(A) Competense. 

(B) Personalized attention. 

(C) Continuity of advice and serv- 
ice. 

(D) Absence of conflicts of inter- 
est. 

The most difficult to apply of 
these is that of measuring the 
competence of the adviser. Among 
the factors to be considered are: 
educational training; financial ex- 
perience; clients served; and, par- 
ticularly, the record which he has 


achieved as well as his general 
reputation. 
(4) To get thoroughly sound 


and competent advice one must be 
prepared to pay for it. Adequate 
payment for qualified advice is 
the cheapest in the long run. It is 
better to make payment directly 
and specifically and not as a by- 
product of something else. 

(5) It is absolutely necessary 
that the objectives of the fund be 
carefully and thoroughly thought- 
out. A corollary is: the investment 
program and security sclections 
should be carefully tailored. to 
meet these objectives. 

(6) It is important in the selec- 
tion of an adviser that he be 
thoroughly familiar witn fuad ob- 
jectives and specializing in that 
sector of investment finance. 


With Collin, Norton 


(Special to ‘Tus TICLE) 
TOLEDO, Ohio—John L. Sulli- 
van has becore affilrated with 
Collin, Norton & Co., 506 Madison 
Avenuc, members’ ot the New 
York and Midwest Siock Ex- 
changes. 


With Campbell & Robbins 


(Special to ‘Tite fimanciat Curonicrr) 
PORTLAND, Oreg.—Wendell R. 
Miles is witn Cainpoell & Robbins 
incorporaicd, U. Ss. Nacional Bank 
Building. 


With Barret, Fitch 


(Special to ‘Tre Prvanctat Cunonicie) 
KANSAS CITY, Mo. — Herbert 
F. Ziegler is with Barret, Fiteh. 
North & Co., 1006 Baltniuore Ave- 
nue, members olf tne Midwest 
Stock Exehange. 


With Scherck, Richter 


(Spccial to Tite Prnanosrat CetmRoNtcun) 


ST. LOUIS, Mo.—Alvin D. Segal 


FINANCIAL Curo 


is now connected with Scherck, 
Richter Company, 320 North 
Fourth Street, members of the 


Midwest Stock Exchange. 


With M. J. Ross Co. 


(Special to Tun PINANCIAL-Crinomicie) 
LOS ANGELES, Cal.—Seymour 
Feerst has been added to the staff 
of M. J. Ross & Co., 6505 Wilshire 
Boulevard. 


A Dangerous Misconception 
“A misconception that is part of our intellectual 
currency today is that a little inflation is a good 


thing. A little inflation, 


sometimes thought of as 


roughly 2‘. a year, would double the price level 
every 35 years. However, even 


of 





C. Canby Balderston 


if we accept the inevitability 
of creeping inflation, and I 
certainly do not, it is not pos- 
sible to have 
inflation. 
“Once a community accepts 
the prospect of continued in- 
flation and begins to make its 
business decisions in the light 
that 
ceases to 
walk, run, and finally gallop 


just a ‘little’ 


the infant 
learns to 


prospect, 


creep. It 


even though the gallop may 
carry it over the brink of the precipice that every- 


one agrees must be avoided. 
Balderston, Vice-Chairman of the 


— C. Canby 


30ard of Gov- 


ernors of the Federal Reserve System. 


We can only hope that such excellent advice 
from such an exalted source will cause scales to 


fall from many eyes. 
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of a magnitude and diversity not 
as yet fully comprehended. Ma- 
chines and mechanical devices 
will more and more operate other 
machines in an endless growing 
cycle, defined as Automation, of 
labor-saving and multiple produc- 
tion systems. 

To believe that this will be an 
evil, threatening mass unemploy- 
ment and a consequent social up- 
heaval somewhat similar to the 
disorders individual labor tempo- 
rarily sustained in the industrial 
revolution of the 18th and 19th 
centuries, would be illogical. Such 
an attitude would manifestly dis- 
count completely the _ relative 
slowness of the development and 
the corollary and beneticent im- 
provements which always accom- 
pany progress. There will be 
changes in jobs requiring adapta- 
tion of the labor force but nothing 
to cause a large volume of unem- 
ployment. Actually, the produc- 
tivity of the economy can be ex- 
pected to grow at the rate of 3 to 

% a year while’ the number of 
new workers, due: to growth of 
povulation, will be only about 
15%. 

Nuclear energy and electronic 
advances cannot fail to bring an 
age of relative plenty. For the 
first time there will be provided 
the tools which promise to man- 
kind the>satisfaction of his basic 
economic and material needs. 
Some of you may well live to see 
the day when we will be diawing 
energy not only from the sun but 
from the tides and the winds: will 
be creating unheard of synthetic 
materials: will be purifying sea 
water: will be mining ocean floors 
for basic minerals; will be cele- 
brating a life span of a nundred 
and more years; will be launching 
space ships to reach the moon, 
will see poverty for the first time 
faced with vnossible extinction. 
Living standards will be the high- 
est, scientific advances wi'l be the 
most revolutionary, world affairs 
will be the most exciting in all 
history. 

Lower Taxes 


If businessmen were to be al- 
lowed a wish. I am sure it would 
be unanimously for lower taxes. 
The tax burden now is so oppres- 
sive as to be almost confiscatory 
of venture capital. As Secretary 
of the Treasury Humphrey re- 
cently testified before a Congres- 
sional Committee, “. .. the present 
heavy tax burden will seriously 
hamper necessary economic 
growth,” adding that, “. . . spend- 
ing under existing government 
programs will rise as fast as the 
increase in revenues resulting 
from economic growth unless 
Congress and the Administration 
alter and reduce those programs.” 

Taxes for 1956 came to a stag- 
gering total of more than $100 
billion. The Treasury received $70 
billion and state and local gov- 
ernments the other $30 billion. 
This means that the cost of gov- 
crnment consumes almost one- 
third of the national product 
which is the sum of all goods and 
services by the entire population 
of the United States. The govern- 
ment’s appetite for taxes has 
grown steadily and inordinately. 
In 1885 the per capita tax take 
was $1.98. In 1917 it was $7.92. 


During World War I it rose to 
$35.70. In 1932 there was a drop- 
cff to $1248. The high point of 


World War II was hit in 1945, at 
$312.86. Last year, the fiscal yea) 
of 1956, was the costliest of all, 
$446.86 wer head for every one of 
us. Such jet-propelled figures are 
difficult to comprehend. Much is 
hidden from direct view in the 
form of unseen nibbles at the pay 
check after payment of the direct 
income tax. You never know you 
are paying because they appear as 
part of the purchase price of the 


items you buy. For example, you 
pay in this indirect way: 

Twenty per cent of the cost of 
your food; 

Eight hundred dollars 
$3,000 automobile; 

Half the cost of a package of 
cigarettes; 

Nearly 9/10ths of the price of a 
bottle of whiskey. 

Taxes have grown so rapidly in 
recent years that now they are 
the largest single item in the cost 
of living. Americans will pay for 
government this year more than 
tney will spend on food, clothing, 
meaical care and religious activi- 
ties combined. 

Before you sit down to a meal, 
morning, noon or night, this is 
what happens: 


on a 


Details Tax Extent 


The tax agent collects from the 
farmer who grew your food. He 
collects from the fertilizer compa- 
nies and farm equipment manu- 
facturers who supplied the farmer. 
He collects rail and truck trans- 


portation taxes, manufacturers’ 
excise taxes, telephone taxes, 


property taxes, sales taxes, income 
taxes, social security taxes, gaso- 
line taxes, license fees, inspection 
fees, permit fees; all these—and 
so many others that nobody even 
knows what they are. When you 
wuy a dozen exyzs, you pay al lease 
100 tiny taxes which do not ap- 
pear on the bill. There are 151 
taxcs on a loaf of bread, at least 
as many and maybe more on a 
pound of beefsteak, a box of soap, 
a can of beans. Billions a year are 
drained off which should be in- 
vested in new or enlarged enter- 
prises or spent on the products 
of these enterprises. I do not hesi- 
tate to preaict taat if government 
continues to wrest from the peo- 
ple the basis for future industries 
wid businesses, our rapidly in- 
creasing population may eventu- 
ally outgrow the number of jobs 
available and industrial labor will 
then face its greatest threat. 

There seems to be no restraint 
in this lust for taxes. It began 
with the Federal Income Tax Law 
of 1914 which gave unlimited ac- 
cess to the people’s wealth, and 
the power for the first time to 
levy taxes not for revenue only 
but for social purposes. Since then 
the sphere of government has in- 
creased with a kind of explosive 
force. Thomas Jefferson’s wise 
uphorism, “That government is 
best which governs least,” has 
been tossed into the wastebasket 
with ridicule and_= sarcasm. 
Whether we want it or not, we 
pay now for almost unlimited 
government: a government which 
limits our lives by dictating how 
we are fed and clothed and 
housed; how to provide tor old 
age; how the national income, 
which is the product of our labor, 
shall be divided among us; how 
we shall buy and sell; how long 
and how hard and under what cir- 
cumstances we shall work. There 
is only scorn for the one who 
cares to say, “The government 
should not be infinite.” 

Actually, the national budget 
now governs the economy. Un- 
fortunately, it is becoming more 
and more abnormal. For years we 
have been spending far beyond 
cour means. Our indebtedness is 
now estimated to be nearly $700 
billion, a sum greater than the 
combined debt of all the other na- 
tions of the world. And it has 
been charged without challenge 
that our government this year 
proposes to spend as much as all 
other governments put together. 





Executing Lenin’s Prediction 

The Russian dictator, Lenin, 
that implacable foe of the free 
enterprise system, predicted as 
early as 1920 that the United 


States would eventually spend it- 
self into bankruptcy. How many 
of our leaders still hear the echo 
of Thomas Jefferson’s voice wnen 
he warned with reference to the 
iuture of this country: 


“I place economy among the 
most important virtues and pub- 
lic debt as the greatest of dangers 
to be feared. To preserve our 
independence, we must not let our 
leaders load us with perpetual 
debt. We must make our choice 
between economy with liberty, or 
profusion with servitude. The same 
prudence which in private life 
would forbid our paying our 
money, forbids it in tne disposi- 
tion of public money. We must 
endeavor to reduce the govern- 
ment to the practice of rigid econ- 
omy to avoid burdening tne people 
and arming the Magistrate with 
a patronage of money which might 
be used to corrupt the principle 
of government. . The multipti- 
cation of public offices, increase 
of expense beyond income, growth 
of the public debt, are indications 
soliciting the employment of the 
pruning knife. .. . It is incumbent 
on every generation to pay its 
own debt as it goes.” 

How incompzrably different in 
philosophy from Karl Marx, that 
patron saint of communism, who 
50 years later, while planning the 
destruction of all constitutional 
government, said: 


Marx’s Prediction 


“The surest wav to overturn the 
social order is to debauch the cur- 
rency.” 

He referred, of course, to the 
process of inflation, induced by 
extreme taxation; the process of 
“planned economy”: the process 
of controlling economic conditions 
and thereby controlling the lives 
of incividuals—a control of fiscal, 
monetary and general economic 
forces Which produces higher 
prices and a gradual devitalizing 
of the purchasing power of money. 
The continuing rise in the cost ot 
living is due to our drift deeper 
and deeper into inflation until 
today our whole econornic, social 
and political svstem is infected by 
an inflationary mentality which 
approaches a point where the very 
foundations of our structure are 
threatened. “Taxation,” with its 
olfspring, inflation, said Lenin in 
support o! the basic thesis of Karl 
Marx, “is the vital weapon to dis- 
place the systern of free enter- 
prise’”’—the system on which our 
nation was founded—the system 
which has meade us the most pros- 
perous people of ell history—the 
system which enabled us to pro- 
duce over half of the world’s eoods 
with less than one-seventh of the 
world’s area and population—the 
system which gave our peopie 
more liberty, privileges and op- 
portunities than any cther nation 
ever gave its people in the long 
history of the world. No wonder 
Herbert Hoover recently ex- 
claimed in reviewine our situa- 
tion, “The spirit of Karl Marx no 
doubt rejoices. He 1ecom- 
mended some such actions as the 
road to Socialism.’ And by So- 
cialism he meant the forcing of 
a centrally controlled economic 
life upon all nersons in the na- 
tion. «under an authoritarian mo- 
nopoly that is politically managed. 


Power to Tax 


Chief Justice John Mershalt 
warned as early as 1819 that “* 
the power to tax involves the 
nower to destroy.” And ne might 
have added that the road to de- 
struction is the road of Socialism. 
Its evidences which we see and 
talk about so much—the collec- 
tors and dispensers of socialisti- 
cally used funds, the planning 


committees and enforcement bod- 
ies, the services they presume to 


render and tne pyramids they 
build the votes they cserce to 
maintain contre] — ell these ex- 


pressions of socialism are but the 
offspring of excessive taxation. li 
we want economic liberty—want 
to be free to werk most produc- 


tively and to have what we pro- 
auce—our concern must focus on 
the tax roots to shut off the rev- 
enue which nourishes the disease. 
To work at the other end and 
merely bemoan the detailed proj- 
ects of socialism or damn the per- 
sons who happen to be manning 
those projects at the moment, or 
even to change political person- 
nel, would be about as effective 
in stopping socialism as changing 
undertakers would be to. stop 
death. 


Excessive taxation produces re- 
sults somewhat resembling the 
evils of slavery and serfdom in 
days of old. To illustrate; the gov- 
ernment takes in taxes over a 
third of the income of the average 
citizen each year. This means that 
he or she is required to work en- 
tirely for the government from 
Jan. 1 until May 10. This begins 
to resemble the Soviet forced la- 
bor system. It practically reduces 
the citizen tor protracted »veriods 
to what amounts almost to invol- 
untary servitude. It is indeed the 
modern although humanized 
counterpart in the 20th century 
of the abandoned slavery and serf- 
dom of the preceding centuries. 
We will be fortunate if it does 
not finally reduce individuals to 
the universal] status of robots. 


The present tax structure is 
even now probably adequate 
eventually to socialize the United 
States. Our tax-take is already 
greater than that of the admitted 
national socialistic countries, 
whether on this or the other side 
of the Iron Curtain. The effects 
may not yet be fully evident to 
the superficial eye, but the ero- 
sion of incentive, ingenvity and 
intevrity that results will be as 
dendlv as the hidden cancer is to 
life. It can in time change the 
basic character of this great na- 
tion as it has every other nation 
where it has become indelibly af- 
fixed. 





Blames Taxes for Inflation 


In the last two decades our tax 
system, has resulted in a creepmiz 
inflation which has devitalized the 
American dollar to 40% of its 
previous purchasing power. If the 
present trend continues, the dol- 
lar;may well sink to half its pres- 
ent value within another decade. 
Those who suffer most from such 
fiscal debasement are the men of 
small means—those living on 
fixed incomes, wages, annuities or 
pensions—especially the working 
man. But inflation does even 
more than debauch a nation’s cur- 
rency:; it also debauches a nation’s 
morals. It creates a false illusion 
of prosperity; it discourages thrift 
and honest effort; it encourages 
the kind of speculation that ex- 
pects something for nothing. His- 
tory shows how difficult it is for 
« nation to recover once it is in 
the sway of an irredeemably de- 
preciating currency. The tendency 
is for prices to go higher and 
higher, the value of money to go 
lower and lowcr. 

The inflationary forces which 
undermine the Western World of 
today are the same forces which 
were at work 1,700 years ago dur- 
ing the decline of the Roman Em- 
pire. Just as in Rome, our civili- 
zation is living beyond its means. 
It is living more and more for the 
moment, trying to anticipate to- 
day the pleasures of tomorrow. 
Why save. asks the citizen, if sav- 
ings are likely to be expropriated 
through taxes and inflation? Why 
wait for the day when we can 
afford a house, or a car, or a TV 
set. if we can buy these things 
today on credit? It is no longer 
enough that our economy grows 
annually faster than the increase 
in population; the call is for twice 
this growth. Wages must rise 
faster than _ productivitv; the 
standard of living faster than in- 
come. This is the folly known as 
inflation: yet many prominent 
economists and innumerable oth- 
ers still preach the desirability 
of what they cell. “Limited infla- 
tion.” Few know that Lord 
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Keynes, generally regarded as the 
modern apostle of inflation, be- 
cause of his famous treatise on fi- 
nance, is said to have remarked 
just before he died that he must 
write another book to warn the 
British people that, “. . . there is 
danger in inflation.” Even ex- 
President Truman, a main pro- 
tagonist of high taxation and free 
spending, recently wrote: 


Quotes Truman 


“I do not wish to minimize the 
serious consequences of the type 
of inflation we are now experi- 
encing. It has already brought 
hardships to a large segment of 
our population, in the cities as 
well as on the farm, and especially 
to those who have to live on pen- 
sions and fixed incomes.” What a 
change is there, Oh my country- 
men! What a difference it would 
have made had it come at the ze- 
nith of his Presidential power 
rather than in the dismal after- 
math of a paid newspaper column. 
But inflation is not a question of 
partisan politics. It can be con- 
trolled only if both political par- 
ties really wish to stop it; only if 
both parties are determined to 
limit spending so as to be within 
our means. 


If financial output has to be 
increased in one segment it must 
be correspondingly decreased in 
another. If defense spending has 
to go up, other spending, whether 
for housing, roads, schools, farm 
aid, or social benefits, must be 
curtailed accordingly. This is only 
common sense, But. even though 
tax receipts have doubled curing 
the postwar era, total public 
spending continues to exceed rev- 
enues. Promises continue to be 
made to expand all sectors of the 
economy at the same time. Some 
are 42% larger than they were in 
1953-54. Literally dozens of wel- 
fare projects little understeod by 
the general public are hidden in 
the more than 1,000 pages of the 
budget which has grown so big 
that nobody has any clear idea 
how much waste it actually con- 
tains. Some almost incredible and 
fantastic falsities have been pro- 
gressively foisted upon _ public 
opinion with reference to it. One 
is that it is a perfect example of 
scientific fact, that it is as true as 
two and two make four, that it is 
arithmetically a perfect equation 
which can not be disputed, that 
its preparation is rooted in such 
learned hands as to be quite be- 
yond the comprehension of the 
ordinary citizen. 


This is all complete bosh and 
nonsense, The national budget is 
but the guesswork of a_ small 
group of individuals, temporarily 
gathered in Washington by ad- 
ministrative assignment, whose 
previous training and experience 
has little to do with acquiring any 
specific knowledge of the nation’s 
need. Each one, engrossed with 
the super-importance of his own 
function and power, estimates a 
maximum that he deems he can 
utilize, irrespective of extrava- 
gance. The sum of these, with 
some modification, becomes the 
budget unless someone at the top 
lowers the estimates to correspond 
with the actual resources expected 
to be available. The problem of 
a balanced budget, instead of be- 
ing a mystic and untouchable 
phenomenon, is actually the com- 
monest and most universal one in 
the world. It faces the head of 
every household every year of life. 


It is simply, how much can be 
spent safely on living expenses. 


The question is not what can be 
luxuriously used, not even what 


may be actually necessary, but 
what can be obtained with the 
money available without inju- 


dicious borrowing. If one’s natural 
desires were followed they would 
always amount to much more than 
could be actually afforded. But 
the householder is forced to exer- 
cise prudent restraint and prac- 
tice thrift or eventually he wi'l 
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face disaster. He must be able to 
say “no” to excess iteins when 
everything in him wants to say 
“ves.” 

Refers to Hoover Study 

It is exactly the same _ basic 
problem in government, with the 
vital difference that the money 
involved is not that of his own 
but that of others collected by 
taxation. But what a monumental 
difference this makes! Instead of 
being frugal, one becomes lavish. 
Instead of being careful, one be- 
comes reckless. Instead of being 
ccnservative, one becomes radical. 
Temptation assails one from every 
angle. Ambition becomes very 
human, indeed. The pressure of 
political currents, the blandish- 
ments of powerful lobbies, the 
allurements of expanding hori- 
zons, the disease of power, all 
play their potent part. At best 
the result is but a guess, a specu- 
lative estimate with little or no 
controlling influences. How wrong 
‘t can be is testified to by the 
surpluses that have accumulated 
over the years. These surpluses, 
the over-estimates in the national 
budgets of actual needs, glut our 
warehouses from coast to coast. 
They are not limited to agricul- 
tural products but exist in prac- 
tically every field and every com- 
modity. 

A member of the Hoover Com- 
mission which studied the matter 
estimated to me that in the last 
decade perhaps $100 billion worth 
of surplus had accumulated. A 
large portion of this, he said, could 
probably never be gainfully used. 
This is but one facet depicting the 
frailty, the inaccuracy and the 
extravagance of the casual budget. 
I know from actual experience 
these frailties. For five years I 
made up the budget for the Army 
and Air Corps when I was the 
Chief of Staff, and for six years 
supervised the Japanese budget 
when Supreme Commander for 
the Allied Powers in the Far East. 
The estimates submitted to me 
were astronomical compared to 
the moneys available without bor- 
rowing; but, it may interest you 
to know that the largest yearly 
budget I put in for the Army and 
Air Force, which were then com- 
bined, approximately $400 


was 
million, and the highest for the 
entire Japanese nation of more 
than 80 million people was less 
than $2 billion. Yet, I can say 
confidently that the security of 
the United States was as rela- 


tively safe then as now, and that 
Japan’s present prosperity, built 
on its postwar occupation budgets, 
has never been surpassed in mod- 
ern times. 

Only a month Senator 
By the most potent financial 
voice in Congress, warned that he 
feared the country would ‘“‘go over 
the precipice of financial disaster 
if the rise in government spending 
were not curtailed.” He said the 
country faces a “great potential 
danger because the government 
has exhausted its power to tax 
and exhausted its power to bor- 
row,” that it has “no reserves.” 

Our swollen budgets constantly 
have been misrepresented to the 
public. Our government has kept 
us in a perpetual state of fear— 
kept us in a continuous stampede 
of patriotic fervor—with the cry 
of grave national emergency. Al- 
ways there has been some terrible 
evil at home or some monstrous 
foreign power that was going to 
gobble us up if we did not blindly 
rally behind it by furnishing the 
exorbitant funds demanded. Yet, 
in retrospect, these disasters seem 
never to have happened, seem 
never to have been quite real. 


azo, 


The People Pay 

Another of the great illusions 
is that the government gives the 
people free much of what they get 
from its services. I am convinced 
that the average citizen has no 
idea who pays for big government 
and how much. The painful truth 
is this: the government produces 
nothing of itself. Whatever it 
spends for people it must previ- 
ously take from the people in the 
form of taxes. Moreover, when- 
ever the government gives a serv- 
ice to people, it must at the same 
time take away from the people 
the right to provide and decide 


for themselves. And the amount 
which government doles back to 


the people or spends to promote 
welfare is always only a fraction 
of what it takes away, because of 
the excessive cost of governmental 
administration. It is the little 
people who pay the largest part 
of the bill. Eighty-five per cent 
of all the billions of dollars paid 
in income taxes comes from the 
lowest rate—the 20% paid by all 
persons with taxable income. Onty 
15% is added by all the higher 
rates up to 91%. 


Indeed, it has 
that one reason 
graduation of the income tax is 
to make the public think that 
people with high incomes pay 
most of the taxes. It is another 
iilusion to think that excessive 
rates of a graduated income tax 
tend to redistribute the wealth. 
It merely prevents its accumula- 
tion and thereby blocks expansion 
of the nation’s economic strength. 
The very source of new and better 
jobs thus disappears. This is eco- 
nomic folly based on the false 
proposition that growth can be 
maintained through continuous 
inflation. 

But, even greater issues are in= 
volved than any I have yet men- 
tioned. Some years ago, the late 
President Woodrow Wilson made 
the following statement: 


“The history of liberty is the 
history of the limitation of gov- 
ernmental power, not the increase 
of it.” 

The contest for ages has been to 
rescue liberty from the constantly 
expanding grasp of governmental 
power. The great patriots of the 
American Revolution revolted not 
so much against the actual taxes 
imposed upon them by a British 
King but against the concept of 
government behind the taxes; the 
concept that government had un- 
limited power to do what govern- 
ment thought proper. They had a 
ceep suspicion that government, 
if permitted, would waste the la- 
bors of the people and ultimately 
curtail the power of the people, 
always under the pretense of tak- 
care of tne people. That 
why they tried to bind the gov- 
crnment cown with the modest 
restrictions of a Constitution, lim- 
iting the government’s powers to 
the performance of carefully 
specified responsibilities. 


been suggested 
for the steep 


ing is 


Daniel Webster on Power 


Daniel Webster said on the floor 
of the United States Senate: 

“All republics, all governments 
of law, must impose numerous 
limitations and qualifications of 
authority; they must be subject 
to rule and regulation. This is the 
very essence of free political in- 
stitutions. The spirit of liberty is 
a sharp-sighted spirit: it is a cau- 
tious, sagacious, discriminating, 
far-seeing intelligence; it is jeal- 
ous of encroachment, jealous of 
power, jealous of man. It demands 
checks, it seeks for guards, it in- 
sists on securities; it fortifies with 
all possible care against the as- 
saults of ambition and passion. It 
does not trust the amiable weak- 
nesses of human nature, and 
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therefore it will not permit power 
to overstep its prescribed limits, 
though benevolence, good intent, 
and patriotic purpose come along 
with it. Neither does it satisfy 
itself with flashy and temporary 
resistance to authority. Far other- 
wise, it seeks for duration and 
permanence. It looks before and 
after; and, building on the experi- 
ence of ages which are past, it 
labors diligently for the benefit 
of ages to come. 

“This is the nature of consti- 
tutional liberty; and this is our 
liberty if we will rightly under- 
stand and preserve it. Our secu- 
rity is in our watchfulness of 
executive power. It was tne con- 
stitution of this department, which 
was infinitely the most difficult 
part in the great work of creating 
our present government. To give 
to the executive department such 
power as should make it useful, 
and vet not such as should render 
it dangerous; to make it efficient, 
independent, and strong, and yet 
to prevent it from sweeping away 
everything by its union of mili- 
tary and civil authority, by the 
influence of patronage, and office, 
and favor; this indeed was diffi- 
cult. 

“IT do not wish to impair the 
power of the President as it stands 
written down in the Constitution. 
But ...I1 will not blindly confide, 
where all experience admonishes 
me to be jealous; I will not trust 
executive power, vested in the 
hands of a single magistrate, to 
keep the vigils of liberty.” 

He spoke those words 123 years 
ago: but they could as well have 
been spoken but yesterday. 


Men Who Lose Faith 

There are many who have lost 
faith in this early American ideal 
and believe in a form of socialis- 
tic, totalitarian rule, a sort of big- 
brother deity to run our lives for 
us. They no longer believe that 
free men can manage their own 
affairs. Their central thesis is to 
take your money away from you 
on the presumption that a handful 
of men, centered in government, 
largely bureaucratic, not elected, 
‘an spend the proceeds of your 
toil and labor to greater advan- 
tave than you who create the 
money. Nowhere in the history of 
the human race is there justifica- 
tion for this reckless faith in po- 
litical power. It is the oldest, most 
reactionary of all forms of social 
organization. It was tried out in 
ancient Babylon, ancient Greece 
and ancient Rome; in Mussolini's 
Italy, in Hitler's Germany, and in 
all communist countries. Wher- 
ever and whenever it has been at- 
tempted, it has failed utterly to 


’ 


provide economic security, and 
has generally ended in national 
disaster. It embraces an essential 
idiocy, that individuals who, as 
private citizens, are not able to 
manage the disposition of thei 
own earnings, become in public 
oftice superm<¢ ho can manage 
the affairs of the world. 

The Soviets have tried to legis- 


late the perfect society: and today 
the average Soviet citizen has lit- 
tle more freedom and less comfort 
than the inmates of American 
jails. The old American philoso- 
phy of governinent more effec- 
tively promoted the ideal of hu- 
man freedom, with greater mate- 
rial abundance for more peovle, 
than any social system ever pro- 


pounced; freedom to live under 
the minimum of restraint—free- 
dom to make your own mistakes 


if vou will. The fundamental and 
ultimate issue at stake, therefore, 
is not merely our money, it is 
liberty, itself; the excessive taxa- 
tion of an overgrown government 
versus personal freedom: a least 
common denominator of medioc- 
rity against the proven progress of 
pioneering individualism: the free 
enterprise system or the cult of 
blind conformity; the robot or the 
free man, 

On Sept. 12, 1952, Senator Rob- 
ert Taft conferred at Morningside 
Heights with his successful con- 


vention rival for the nomination 
for the Presidency of the United 
States, General Eisenhower. They 
later issued a manifesto contain- 
ing the following statement: 
“There is and has been one 
great fundamental issue it is 
the issue of liberty against the 
creeping socialization in every do- 
mestic iield. Liberty was the 
foundation of our zovernment, the 
reason for our growth, the basis 
of our happiness and the hope oi 
our future. The greatest threat to 
liberty today is internal, from the 
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constant growth of big govern- 
ment through the constantly in- 
creasing power and spending of 
the Federal Government ... The 
essential thing is to keep our ex- 
penditures ... at a percentage of 
our total income which will not 
destroy our free economy at home 
and further inflate our debt and 
our currency.” 

How I wish that instead of my 
feeble voice I could sound those 
words as though they were writ- 
ten in blazing rainbow colors on 
the very arch of the sky. 
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Don’t Overlook the Conservative Investor 


I am beginning to wonder if 
those of us in the investment se- 
curities business as brokers and 
dealers in general market securi- 
ties, are not overemphasizing 
“capital gains” as an incentive te 
investors. For the past few years 
the words “growth stocks” and 
“buy for capital appreciation” 
have been paraded before the in- 
vesting public in advertising (and 
in the conversations we have had 
with clients) to an extent never 
before known since we have had 
an investment business. The in- 
flationary conditions, and _ the 
high tax rates on income have, of 
course, added +o the seeking and 
searching for common stocks that 
could grow in value. In many in- 
stances the results have been 
phenomenally good. In others, if 
vou look around and go over the 
past recommendations of some of 
even the most astute.analysts, you 
will find some pretty sad disap- 
pointments. Although. the record 
has been good, it hasn’t been a 
one way street by ary. means. 


There Are Billions Still in 
Conservative Places 


My point is that there are still 
many investors who are not yet 
convinced that they should go all 
out for widely fluctuating com- 
mon stocks. Take a look: at the 
billions still in government bonds, 
in tax exempts, in savings insti- 
tutions. Look at the life insur- 
ance sales still soaring to new 
highs every month, and this with 
all the talk of inflation. There 
are millions of investors who are 
even now seeking a safe h*ven for 
their funds. There is still plenty 
of confidence in these time tested, 


old fashioned, investments that 
are tied to the steacily depreciat- 
ing American dollar. 

These people are not Soing to 
be lured out of their “dollar typ: 
investments” bv so-ralled invit 
ticns to “canital gains” or se 
talk bout nflation. The pecols 
who have the bulk of their 
ines in this tvpe of investment 
have cone so pect se the were 
psychologically adanted to the 
most conservative and sounde 
(so considered) forms of invest- 
ment Many of these incividals 
are just not “risk takers.” Thev 
have placed what they believe is 
security for their savings aheat 
of income, capital gains, and the 
rise in the cost of living. Many, 


of these people don't understand 


stocks. They are in plain language, 


afraid to “play the market.” Al- 
though we know that good com- 
mon stocks have been one of the 
most attractive forms of invest- 
ment during the past 25 vears, 
there are still millions of veovle 


who associate common stocks with 
a form of ¢ambling, with risk tak- 
ing, and with hazards. 


Ilow Do You Reach These 
Investors? 

You reach people and gain their 
understanding and cooperation by 
showing them something that is 
familiar to them. You sell them 
what they believe to be safety 
and you take it easy, a bit at a 
time. You don’t push a young 


child into the water when it is 
screaming with fright if you ex- 
pect it to swim. You take it easy. 
First there is a step or two in 
shallow water, then a splash and 
a small wave. You rest a while 


and vou play in the sand, then 
you go 2 little deeper but you 
never command — you make a 


game of it. This is the same emo- 
tional situation you must work 
with when it comes to encourag- 
ing the purchase of common stock 
by individuals who heretofore 
have been adverse to investing in 
equities and other tyves of secur- 


ities. 

Start with the most conserva- 
tive securities. There are excep- 
tional advantages tceday in tax- 
exempt bonds over taxable sav- 
ings accounts. In almost every 
county in the land, bond issues 


are going to be sold to build more 
schools, more water systems, more 
sewer systems, and better roads. 
Try some advertising about tax- 
exempts and bring it down to 
earth. Tell the man who has all 
his money in taxable “dollar type” 
investments what he can do with 
it when he btys the safést form 
of “dollar type” securities that are 
available in his own heme com- 
munity. You can start here and 
vou can make a. goud case for $35 
of income per $1,000 of invest- 
ment TAX FREE which is backed 
up by the faith and credit and 
taxes of his own home town. 

And after you start there and 
your investor has made the first 
step let him buy a tew shares of 


A. T. & T. if he wants it. For 
vears I have heard investment 
men say, “Look at the record. 
Look at the lact if vears. If I 
couldn't have done Detter than 
that I would have iit trying.” 
Rut look et the rec i. The divi- 
den, has been £9 9 shere veer in 
and vear ovt end ? have been 
valuehle rights. Tl anle who 
( ] | ‘ tv seen 
1) s ctrec [ f - 
{ ‘ t iv it wy tha 
( ( l t ‘ t t 
the i ‘ I me ( ( peon! 
ho ust leat to ‘ 
Out ( 2 8) stk < "i" I 
mys Who are ’ llv ocd- 
Wstec’ To i Telenhone let 
them bu t' Ves. ence fa them 
to bur it. It is still £9 dividend 
they c-n count o ’ for the if 
is good 
After vou get st ond those 
new clients vou would like to 92c- 
cuire get their feet wet (2 little 
ata time) then vou can sell them 
a good Mutwal Fund, some high 
grade blue chips, and even a few 


growth tyve (inflation hedge) 
common stocks — but that will 
come later. You have to learn to 
crawl before you ean walk, and 
then you learn to run! 
Eric S. Heymann 
Eric S. Heymann oft Forest Hills, 
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indications of Current 


Business Activity 


: Latest Previo 
QMERICAN IRON AND STEFL INSTITUTE: Week wa —" = Latest Previous Year 
Indicated steel operations (percent of capacity)__..----._.Aug. 4 $82.2 7 s . ‘i 
Equivalent to— *79.4 78.5 16.9| BANK DEBITS—BOARD OF GOVERNORS of 9°"? Month Ago 
teel ingots and castings (met tons)_._-___-_.__.........Aug. 4 $2.103.000 2.033.000 2.009.000 415.000 aa FEDERAL RESERVE SYSTEM—Month 
QMFRICAN PETROLEUM INSTITUTE: ; of June (in thousands) ---.----.-._______ $193,303,000 $197,181,000 $186,540,000 
Crude oil and condensate cuiput—daily average (bbls. of BUSINESS INVENTORIES DEPT. a 
42 gallons each! ___-___---------__--~--------------- July 19 6,947,100 6,882,050 7,237,900 7.110.800 MERCE NEW SERIES — Seales es dees 
Crude runs to stills—daily average (bbls.)----__--____--- July 19 —§7,749,000 7,972,000 7'859.000 8'076.000 (Millions of dollars) : > 
Gasoline output (bbls.)--_.------------_-__-_---.---_-— July 19 26,469,000 26, 861, 000 27.313.000 26 954 000 Manufacturing 
Kerosene output (bbls. )————____----_--___ July 19 1,717,000 1,752,000 as aa See oe ee eee ee $52,800 *$52,600 $43,600 
ae Piicrg = — bo magyy ~-------------------~---. July 19 12,043,000 13,000,000 11,751,000 12°760,000 | Retail ____- ESET LR RESP pripeed *13,100 12,700 
sidwal feet off ebepet (bbls. ) estan July 19 7,539,000 7,739 7.716. 7 gee" Oey ere en ’ 23,700 
Stocks at refineries, bulk terminals, in transit, in pipe lines— hives ane pic sg 7 Total a 
renga d and unfinished gasoline (bbis.) at--------~-- July 19 178,267,000 181,973,000 189,225.000 178,352,000 , dll a enema De ee eee : $89,700 *$89,300 $85,100 
erosene (b ie ee ihe ae EEE: , € Sir ‘ - an ota 7 " 7 
Distillate fo <} Ge eg cement cr ese MES = SORE a 4 can takaee Peg 27,975,000 28,369,000 | COMMERCIAL PAPER OUTSTANDING—FED- 
Residual fuel ofl (bbls.) at-._._-_____-_. July 19 48.314.000 poy tye Bem yoyptee op | a ae np ed aow YORK— 
ee CS ee ee y ls 4 ; ,020, 85 2,164, te) ne < 's omitted) ........ 
ASSOCLATION OF AMERICAN RAILROADS: ik eet Ae ie as phoneme scent $454,000 $483,000 $476,000 
Revenue freight loaded (number of cars)__---_-.__-___~_- July 20 743,359 691,991 74 EMPLOYMENT AND PAYROLLS—U. S. DEPT 
Revenue freight received from connections (no. of carsi—July 20 571,289 481,118 ens ose Senet? OF LABOR—REVISED SERIES—Month ot 
CIVIL ENGINERRING CONSTRUCTION — ENGINEERING at oe facturi 1 
NEWS-RECORD: manufacturing (production workers) ___ 12,935,000 *12.886.0 
telUu & st ie * arlene Goes ' a hd 886,000 13,1 
Detal TW: G. CemeeOe goo ed es eect July 25 $393,636,000 $386,363,000 $330,135,000 $396,896,000 eye ger ee ere 7,575,000 *7,587,000 7636, 000 
OE i ORG ARLENE EL LOLE EINE July 25 113,616,000 202,280,000 136,239,000 240,637,000|  Emplovmont ire. 11088 da Raa 5,360,000  *5,299,000 5,472,000 
Public construction ~____.._-------------------------- July 25 280,020,000 184,083,000 193,896,000  156.259.000 =. ment indexes (1947-49 Avge.=-100)— = e a 
Siate and municipal__------------------------------ July 25 233,782,000 141,904,000 155,184,000 115,533.000| p = greene ~-- -~--- 104.6 *104.2 *106.0 
Pedera} _.—--.---_--_-—---------__-------_------—- July 25 46,238,000 42,139,000 38,712,000 40,726,000 "oon a mes (i967- 49 Average=100)—All 
COAL OUTPUT (U. S. BUREAU OF MINES): Sientanaaaas amen ~~~~--~--~----~ 163.1 *160.9 158.5 
Bituminous coal Par SO les July 20 10.080.000 °7.550.000 10.395.000 9,047,000 ~~ Ager ne Be employees in manufac- ; 
Pennsylvania anthracite (tons)_---..-.-....-._._--.._. July 20 437.000 27.000 oo ge pee é cae 
’ A 639,000 579,000 All manufacturing —- 
DEPARTMENT STORE SALES INDEX—FEDERAL RESERVE Durable a GB re Wp ETE 16,826,000 *16,748,000 16,825,000 
SYSTEM—1947-49 AVERAGE = 100 __--______________. July 20 101 104 st0 - aT... petty on *9,880,000 9,800,000 
: PF QQ a 
EDISON ELECTRIC INSTITUTE: - wreens 6,868,000 —7,025,000 
Riectris euigut (ie 606 kwh.) ........_............4.-. --- July 27 12,243,000 12,306,000 12.111.000 ‘ FACTORY EARNINGS AND HOURS—WEEKLY 
. Sears , , <. ° 11,295,000 -~ ao. mae : 
FAILURYS (COMMER@IAL AND INDUSTRIAL) — DUN 4 AVERAGE ESTIMATE — U. 8S. DEPT. OF 
BRADSTREET, INC. Siimaichitcnd iced akon Oana Oe 228 266 oni ova |: Gall hee oe 
+ - 2 ar zS3— 
[KON AGE COMPOSITE PRICES: . ve ol 
\ ee eS eee $82.59 1 
Pini hed steel ‘per Ib.+___ wa meen nest ecesscncassase JULY 23 5.967¢ 5.967c 5.670c 5.179c Durable goods ______ <a 88.7 $8 -78 $79.19 
Pig iron (per gross ton )_-----------------------~.--.--. July 23 $66.15 $64.95 <4 ee robes Nondurable ' reat ie eee ree -70 87.64 85.27 
‘ ‘ : $64.56 $60.61 cgi ac, sp aa Te ES 73.90 e 
ee SS aa ee ee July 23 $53.83 $54.17 $54.83 $49.50 Hours— 73.13 10.95 
METAL PRICES (EF. & M. J. QUOTATIONS): , - All manufacturing 39.9 one 
Electrolytic copper— Durable . FURR i re 6g gE: , . 40.2 
ips. vomit ¥ SOOO Shaan erations sib ROB ate 
Dv radio nated refmery A SE TD July 24 28.600c 28.750c 28.850¢ 39.375¢ Nondurable goods ___________________. ey olne 40.8 
Ex ort retinery @-.~ non. = 2-2-2 ----------=----= July 24 26.775¢ 26.900c 27.175¢ 36.375¢ Hourly earnings tes : 8.9 39.2 
Lead (New York) at_--.----~~..-----------+------------- July 24 14.000c 14.000c 14.000c 16.000c All manufacturing 2.07 . 
Lead (St. Lo 1S) @a@l__-------~-.---~-~-------~--------- ---- July 24 13.800c 13.800c 13.800c 15.800c Durable goods tad a eae. Pee “i ‘ i ae age $2.06 $1.97 
Zine «dclivered) at Wana a anne aann---eene July 24 10.500c 10.500c 11.000 14.000c Nondurable goods EAR r yo 2.09 
Zinc (East St . Sf | ee ee a eed July 24 10.000c 10.000c 10.500c 13.500c coe ge wena ae 1.89 1.88 1.81 
Geeaten tte yp rherang Mote. a . RENN AT ~ 4 24 25.000c 25.000c 25.000c 24.000c | LIFE INSURANCE—BENEFIT PAYMENTS TO 
res oS ioe Bn oc OS ETD uly 24 96.000 96.000c 97.625¢ 95.750¢ POLICYHOLDERS — INSTITUTE OF LIFE 
MOUDY'S BOND PRICES DAILY AVERAGES: INSURANCE—Month of Ma 
U. S. ent Bond July 3¢ 8 Death benefit Ji 
S. Governm NS... 5. ea ceeenee July 30 6.81 86.32 6.33 93.28 eath benefits dnthihad $233,600,000 $228.1 
Average corporate __~--~--~_...----~--------------——---- July 30 91.62 91.91 aa oneal Matured endowments ee er ee 63,200,000 . 63 bay on Se 
Aaa o eeeiccaten $= smcs papa ge stesnawisecenesstnckcanan JULY 30 95.47 95.92 96.54 107.09 Disability payments , ae eee 9,400,000 9.800.000 9.600.000 
Oe sion a ak PA he Ar ORR ETE © 2 SID A SE 93.82 94.26 95.16 105.5u Annuity payments me 44,600,000 44 100.00 “oy 
= -é 99. 5.52 an har is —s? 100,000 41,700,000 
na i ge Se oe es a ee 92.06 92.50 93.97 103.47 Surrender values ----- 108,700,000 110,600,000 86,400,000 
Baa Z tas: denise bes nach a haainiiubcians wees a 85.46 85.59 86.38 98.73 Policy dividends . 92,000,000 104,700,000 92.200.000 
Railroad ro p siden ey ee eee pe July 30 89.92 89.92 91.34 101.97 ; - ’ ; 
Pulilie Wuillttes Gseup—s-————-< 20-225 —n nen aee eens eee July 30 92.64 92.93 94.26 103.97 Total -------------- $551,500,000 $560,800,000 $493,100,000 
Indusiriats Group _...----_.-------------------------- July 30 92.20 93.08 93.08 104.66 | parE PONG ET e am on ue TF 
MOODY'S BOND YIELD DAILY AVERAGES: ene tare Meta oo than a tee 
U. S. Government Bonds__---_------_---------------—- July 30 3.64 3.69 3.69 3.03 0 CE— Month of May 
Average corporate  ..__-.~------------~-----~----------=-- July 30 4.30 4.28 4.21 3.53 (000,000's omitted ): 
BE din cnpienemernscccaccistbndtndanininnanasnigaees ae ae 4.04 4.01 3.97 333| Soginery ocuneibemedieds $3,970 *$3,828 *$2,983 
BA cceteoset wintthantnsntintsiaiehtnnnes aman ennae any a 4.15 4.12 4.06 a) ooo _ eteiennam 574 *569 *602 
Sl EA 2 REGAL FERNS aietry 4.27 4.24 4.14 3 54 soup - ~------------------ 1,680 *1,510 *1,018 
Baa _ icpniiaptaatiniininitisamis einnnicn rina =e ae 4.75 4.74 4.68 3°63 - - 
Railroad Gré oup RST SEs Fs July 30 4.42 4.42 4.32 3 3 Total ~--------~---~----~--------.------- $6,224 °$5,907 *$4,603 
Public U a ities Group_--------------------------------- July 30 4.23 4.21 4.12 3.51 | MANUFACTURERS’ INVENTORIES AND SALES 
Industrials Group ----~-------+----------------------— July 30 4.26 4.20 4.20 3.47 (DEPT. OF COMMERCE) NEW SERIES 
MOODY'S COMMODITY INDEX__----------------------— July 30 429.7 427.7 424.5 411.4 Month of May (million of dollars): 
NATLONAL PAPERBOARD ASSOCIATION: Inveuvurits 
Orders received (tons )..2 ooo snes nacun July 20 249,882 199,159 230,949 226.750 | Durables $30,667 *$30,569 $28,123 
SreduiciigG>.CtGOB)  dnietancavdsancdacseiusnscndennnncanencen duly 20 264,778 153,861 275.348 249 020 | Nondurables - 22,165 *22,008 20,443 
Pere nta e of activity ee ee ne a ee July 20 87 55 93 r 89 - er — 
Uniiiled orders (tons) at end of period________--------- July 20 464,699 488.51% 372.551 493.626 | Sal Total - $52,832 *$52,577 $48,566 
, 7 U68eD a aS : ‘ c . « = . r 
OIL, PAINT AND DRUG KE row rER PRICE INDEX— ' -- 28,586 28,586 27,814 
vty AVERAGE = 00 _________-_--~----------------- July 26 110.27 110.21 110.15 108.99 | MONEY IN CIRCULATION—TREASURY DEPT. 
BOUND-LOT TRANSACTIONS FOR ACCOUNT OF MEM As of May 31 (000's omitted) $30,836,000 $30,519,000 $30,513,000 
BE Ks, E X CEPT ODD- Lo1 DLALERS AND SPECLALISTS | emmteee. tei . ‘ oerae — . 
Tratisa ns of special in stocks in which registered- NEW - —- ye EX€ HANGE—As of June 
Tot Sere a ear ers Se ere ae 1,282,590 307.3 245 92.120 | Jl S omitted): 
yo I ESET: i iat EAN ORSON the Pe July 234570 ae ot a oon er Meinber firms carrying margin accounts 
eg ie eae ” IP 1,008,240 1.134.930 1.043990 ann sao | Total customers’ net debit balances $2,917,878 $2,833,264 $2,819,641 
Tota oe ee ee bciitiedeminedamemey | 1,242,810 1.262.600 1 263 680 1.106.510 | ae ap é pee ye rg eee ae sa ast aae 39,059 33,934 
Oth ’ ) i ated or the floor— : - ash on hand and in banks In U. 8. ’ 319,579 329,774 
iN A Te ta Jul f 218.450 246. 10( ‘ied Total of customers’ free credit balances_. 820,376 817,190 836,137 
i Pend SRN ie 4 17°700 ye a et 4 = | Market value of listed shares 227,927,859  228,584:529 218,510,.09 
Other PE eee oe SSeee ‘ 215.360 218.990 218 520 237 - 76% Member vaiue of listed bonds 98,482,499 100,060,628 104,288,895 
of ER OPTS. ST Me ae TRS aN a @ 2 SAO 16 aaa’ ae | Member borrowings on U. S. Govt. issues 120,310 75,512 35.82 
Pe oe 2 oy ee Ju 233,060 248,190 234,320 245,290 cies samme S alin aanaand 9 274712 9.213 182 9 nest 
ther transactions initiated off the floor— | SMCS LOFTOWINES CD CuNsE ComaeES 274,71: »211,152 2,390,691 
Total purchases ee ee f 480,800 52.0¢ 3 7 
I aecaad ll 7a O80 aes pt igen 434,823 | PERSONAL INCOME IN THE UNITED STATES 
6) Hye yy atest Shu snaaanewmmnaninas Ju f 446,009 445.372 387 990 483.10 | (DEPARTMENT OF : Month 
Total sales __- 2 asinine e - ee ha 524,059 529,462 490,440 555.373 of June (in billions): 
Total round-lot transactions for account of members— ae + “| Total personal income $343.8 *$342.9 *$325.2 
TOR BUUCREEED cccccidncdccctcccscnsetsntamtesen Gy § 1,941,840 2,005.501 1,832,440 1 789, 492 Wage and salary receipts, total 239.2 *238.3 *225.6 
I a eee 330.320 340.960 337.940 950. 800 Commodity producing industries 102.8 *102.4 97.7 
CLE: GRID ccncinccencnnsncumnumaenaannbounnmme ~ July 6 1,669,609 1,799,292 1, 650.500 1.656.373 Distributing industries 63.6 *63.4 59.6 
Dekel DOING cciscmcccinncncnsncstocsasntnebonsemiaineanc Oly 6 1,999,929 2,140,252 1.988.440 1.907, <n | Service industries 33.1 *33.0 *30.7 
STOCK TRANSACTIONS FOR ODD-LOT ACCOUNT OF ODD- | Government : ore 39.7 *39.5 °37.6 
LOT DEALERS AND SPECIALISTS ON N. Y. STOCK Less employees’ contribution for special in- 
EXCHANGE — SECURITIES EXCHANGE COMMISSION: surance o 6.8 08 5.7 
Odd-lot sales by dealers (customers’ purchases )—t Other labor income spats 7.9 7.8 °7.5 
Nuinber of shares_____—-_. a Jul 6 1.177.427 1,243,296 1.040.077 922 843 Proprietors and re ental income—_. " : 50.8 <50.8 °50.0 
Dollar value . a la i July 6 $61,855,993 $67,174,539 $58,590,113 $49 804.582 Personal inte rest income and divide nds. 31.2 eat-3 *29.4 
Odd-lot purchases by dealers (customers’ sales )— eee Total transfer payments oon nities 21.5 . 21.6 *18.4 
Number of orders—Custon ners’ ON EEE July 6 894,184 918.676 887.430 751.229 | Total nonagricultural income--------. . 326.3 327.5 *309.8 
Customers’ short seies--—--- ~~. nnn a July 6 4,169 4,958 7,490 6,099 PRICES RECEIVED BY FARMERS — INDEX 
Customers other saies__---_------------~-----------. July 6 _ 890,015 _ 913,718 879,940 745,130 | NUMBER t. S. DEPT. OF AGRICUL- 
Dollar value -_-_-_--__-~-__--------------------------- July 6 $45,994,118 $47,024,644 $44,688,041 $39,103,645 | TURE—1910-1911—-100—As of June 15: 
Round-lot sales by dealers— ' 
Sumber of shares—Total sal ae page All farm products ecient wen ane 244 243 245 
‘ah r of shares—Jotai saies—-------~----~-~~-----~~ J aly 6 194,240 207,870 237,090 192,420 | Crops ides sie 241 244 261 
Short — See ene Seen enon snore ssesesere July 6 re ~ a . Commercial vegetables, fresh - _— 283 315 290 
Other sales _________- ~------~---~----------------- July 6 194,240 207,870 237,090 192,420 | Cotton ioemiteas 270 266 273 
Round-lot purch: LSeS by dealers— Seed, grains and has 173 179 192 
Number of shares __—_-----__--_-_-_--~---------~------ July 6 516,370 536,590 354,260 352,23 Pood b dar——sey — sieesttindiie 218 225 219 
COTAL ROUND-LOT STOCK SALES ON THE N. Y. STOCK Fruit . ------ 246 228 261 
EXCHANGE AND ROUND-LOT STOCK TRANSACTIONS Oil-bearing crops ------- see = see 
FOR ACCOUNT OF MEMBERS (SHARES): Potatoes -__--.---------------------- 152 156 334 
Total round-lot sales— Tobacco . 457 457 453 
Pt DD ccmdtmentinitititpnntidebahntapib pa nnmneming, GUY § 403,490 405.140 298.110 317.300 | Livestock . 245 241 231 
ee ee July ¢ 9. 260,960 9.471.820 8.802.590 7 869.010 Dairy products 247 248 245 
itnnteincttiniisinanimautistqantiinnititnania July 6 9,664,450 9,876. 960 9 230.700 8 186.310 Meat animals 44 te — 
ding Be Bice try and egg ‘ 7 
WHOLESALE PRICES, NEW SERIES — U. 8. DEPT. OF ae  gbnk aan 317 310 235 
LABOR — (1947-49 = 100): 
Commodity Group— | REAL ESTATE FINANCING IN NON-FARM 
All commodities___.__--..--__ sieckanianaatl caine ae a 118.0 118.0 1171 114.1 AREAS OF U. S.— HOME LOAN BANK 
I i id ienbiiiainnmanaits GE ae 93.4 #99 9 90.2 90.8 BOARD—Month of May (000'’s omitted) . 
Processed foods --_-________-__- Fe es ey ee 106.6 ©1071 105 1 1024 | Savings and loan associations mit $839,887 $797,509 $872,304 
a a atsiintnea ee ae 97.5 99,2 91 3 81.9 | Insurance ompanies 124,820 115,540 158,375 
All commodities other thea fart n ‘and foods__- nmbnainn GUI Be 125.5 *125.5 125.2 121.4 Bank and trust companies 373,559 357,498 507,942 
ea 7 . Mutual savings banks , 120,520 110,173 152.085 
Revised f gure TInciud 1.286.000 barrels of foreign cruce tun Based on new annual capacity of 133.495.150 tons | Individuals eae 4 314,405 306,070 318,133 
s of Jan. 1, 1957, as ag Jan. 1, 1956 basis of 128,363,090 tons. *Number of orders not reported since introduction of Miscellaneous lending institutions 371,u/9 307,151 425,359 
Monthiv I-veg~-~-* Pla ‘? e Western Zinc sold on delivered basis at centers where freight from East St. Louis exceeds ee ha 
one-half cent pound _— P w a a ‘wee i ’ . ‘ i Total 7 a ————s ao $2,144,270 $2,043,941 $2,434,198 


(911) 


The following statistical tabulations cover production and other figures for the 
latest week or month available. Dates shown in first column are either for the 
week or month ended on that date, or, in cases of quotations, are as of that date: 
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Securities Now 


® All America Expansion Corp., Pasadena, Calif. 
Mav 3 filed 184.000 shares of common stock, of which 
92,000 shares are to be offered to public and 92,000 shares 
ssued to promoters. Price—To public, $1 per share; no 
sroceeds from sale to promoters. Preceeds—For general 
‘orporate purposes. Business—Purchase and resale of 
sil fruits grown in Brazil and cther countries. Under- 
writer—None. LeRoy R. Haynes. of Pasadena, Calif., is 
President. Statement eifective July 25. 

Allied Paper Corp., Chicago, Ill. 
July 15 filed 21.000 shares of common stock (par $8) to 
be offered in exchange for outstanding common stock 
of Allied-Albany Paper Corp. on the basis of 5 22nd of 
a share of Allied stock for each share of Allied-Albany 
stock; offer to expire on Sepi. 6. 

Aisco, Inc., Akron, Ohio 
June 28 filed 200,000 shares of common stock (par $1). 
Price—To be supplied by amendment. Preceeds — For 
expansion, repayment of loans and tor working capital. 
Wnderwriter—To be named by amendment. 


* American Guardian Life Insurance Co. 
suly 15 (letter of notification) 15,000 shares of common 
stock (par $10). Price—$20 per share. Proceeds—For 
capital and surplus accounts. Oftice—1106 Desert Bidg., 
Salt Lake City, Utah. Underwriter—None. 

American income Funa, tnc., New York 


Vay 24 filed 500.000 shares of capital stock (par $1). 


>vice—At market. Proeceeds—for investment. Under- 
ariter—None. Burton H. Jackson is President. Invest- 
nent Adviser — Securities Cycle Research Corp., New 


York. 


American Provident Investors Corp. 
Veb. 15 filed 50,000,000 shares of common stock (par one 
sent). Price—S2 per share. Proceeds — For working 
vapital and general corporate purposes. Office—Dallas, 
fex. Underwriter—Peoples Securities Co., J. D. Grey, 
»9f New Orleans. John S. Tanner, of Dallas, and C. L. 
Zdmonds, of Houston, three of the 22 directors, are 
chairman, Vice-Chairman and President, respectively 

— 

American Trailer Co., Washirgton, D. C. 
Suly 11 (letter of notification) $120,000 of 10-year 6% 
first mortgage bonds (in denominations of $1,000 each), 
(20 warvanis for common stock and 1.500 shares of com- 
mon stock (no pai Each $1,000 bond has detachable 
warrants for 10 common shares at $15 per share exercis- 
able at any time through June 30. 1959, Pricee—Of bonds, 


at par. Proceeds — For construction and improvements, 
payment ot debts and working capital. Office—5020 Wis- 
consin Ave.. Washington, D. C. Underwriter—Mackail 
& Coe, Washington. D, C 


Apackte Oil Corp.. Minreapol's, Minn. 
July 22 filed 200 participating units in Apache Oil Pro- 
fram 1958. Price—$10.000 per unit. Proceeds—To ac- 
quire, develop and operate oil and gas leaseholds: and for 
other corporate purposes. Underwriter none: sales to be 
race through corporation and APA, Inc., its subsidiary. 
x*% Atlantic Refining Co. (8 20) 
July 30 tiled $100,000,.006 ct convertible subordinated 
debentures due Aug. 15, 1987. Priee—To be supplied by 
amendment. Proceeds — [o repay $81,000,000 of bank 
Joans and for acquisition and development ot production 
properties and for acquisition and improvement of re- 
fining. marketing and transportation facilities. Under- 
writer—Smith, Barney & Co., New York. 
yx Axe-Houghton Fund A, Inc. 
July 25 filed (by amendment) 1,000,000 additional shares 
of commen stock (par $1). Priee—At market. Proceeds 
-—For investment. Offiee—Tartrytown, N. Y. 
x Bridgeview Towers Associates, Fort Lee. N. J. 
July 25 filed $369,000 of participations in partnership 
interests. Price—S10 000 each participation (minimum). 
Proceeds—To buy an apartment Duilding. Underwriter 

-None. 

C & D Batteries, Inc. 
March 28 (letter of notitication) 14.000 shares of com- 
mon stock (par $10) to be offered tor subscription by 
etockholders and erployees. Price—S12.50 per share. 
Proceeds — For machinery, equipment, inventories and 
working capital. Office — Washington and Cherry Sts., 
Conshohocken, Pa. Underwriter—Noue. : 
_ Calidyne Corp., Winchester, Mass. 
May I filed $1.250,600 of Limited Partnership Interests to 
be offered first to present limited partners at the rate of 
one $1,000 unit for each $1.000 of his present investment: 
then to public. Price—S$1.000 per unit. Proceeds — To 
construct plant: to purchase machinery and equipment: 
and to reduce outstanding demand Business—Pro- 
duces electro-dynamic shaker and vibration test 


otes 
other 


equipmert. Underwriter—None. Robert C. Lewis. Philip 
C. Etromson and Thomas Gouzoula. all of Winchester, 
Mass.. are the geneval partners of this Massachusetts 


Limited Partnershiy 
Cameron Industries. Inc., New York (8 9) 


June 7 filed 300.0600 shares of common stock (par 10 
cents). Price—s! per share. Proceeds—for exploration 
and development program. Underwriter—R. G. Worth & 
Co.. Inc.. New York. 
Caramba Mokafe Corn. of America 

July 12 (letter of notification 120,000 shares of common 
stock (par 10 cents Price—S2 per share. Proceeds—F o: 
machinery, equipment, inventory and working capital. 


Office—70i Monroe St., Hoboken. N. J. 


; : “ _* Underwriter— 
Garden State Securities, Hoboken, N. J. 
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in Registration 


% Carolina Natural Gas Corp., Hickory, N. C. 

(8 15) 
July 26 filed $1.600,060 first mortgage 6% bonds due 
Aug. 1, 1982, $800,000 6'2 sinking fund subordinated de- 
bentures due Aug. 1, 1977, and 112,000 shares of common 
stock (par $1) to ve offered in units of $100 of bonds, $50 
of debentures and seven shares of stock. Price—To be 
supplied by amendment. Proceeds—For new construc- 
tion, etc. Underwriters—Cruttenden, Podesta & Co., Chi- 
cago, Ill., and Odess, Martin & Herzberg, Inc., Birming~- 
ham, Ala. 
% Celotex Corp. (8 20-21) 
July 31 filed 150,000 shares of common stock (par $1). 
Price To be supplied by amendment. Proceeus — For 
working capital and general corporate purposes. Under- 


writers — Hornblower & Weeks and Eastman Dillon, 
Union Securities & Co., both of New York. 
Central Telephone Co., Lincoln, Neb. (8 15) 


July 15 filed $1,750,000 of convertible subordinated 
debentures due July 1, 1972. Priee--To be supplied by 
amendment. Proceeds—Together with other tunds, to 
purchase properties and to make advances to and in- 
vestments in stock of subsidiaries. Underwriters—Paine, 
Webber, Jackson & Curtis, New York; and Loewi & Co., 
Milwaukee, Wis. 


@ Charter Oil Co. Ltd. (Canada) (8 5-7) 

July 11 filed $2,250,000 of 15-year subordinated convert- 
ible debentures due Aug. 1, 1972. Price—To be supplied 
by amendment. Proceeds — To repay bank loans, for 
exploration and development of properties and for gen- 
eral corporate purposes. Underwriters — Lehman Bro- 
thers and Bear, Stearns & Co., both of New York, to 
handle sales in the United States: part to be sold in 
Canada through Canadian underwriters. 


Chess Uranium Corp. (8 20) 
May 14 (Jetter of notification) 600,000 shares of common 
stock (par $l—Canadian). Price—50 cents per share. 
(U. S. funds). Proceeds—For exploration costs, etc. Of- 
fice—5616 Park Ave.. Montreal, Canada. Underwriter— 
Jean R. Veditz Co., Inc., 160 Broadway, New York, 


Coastal Chemical Corp., Yazoo City, Miss. 
May 1 filed 150,000 shares of class C common stock to 
be cffered for sale to farmers and other users of fertilizer 
materials. Price—At par ($25 per share). Proceeds— 
To construct and operate facilities for manufacture of 
anhydrous ammonia. Underwriter— Mississippi Chemical] 
Corp., Yazoc City. Miss. 


% Coastal States Gas Producing Co. (8 20-21) 

July 30 filed 150.906 shares of common steck (nar $1). 
Price — To be supplied by amendment. Preceeds — To- 
gether with other funds, to purchase 150,659 shares of 
common stock trom an estate for an aggregate amount 
of $1,054,615, and for working capital ana other corporaie 
purposes. Underwriters — Paine, Webber, Jackson & 
Curtis and Blair & Co. Incorporated, both of New York. 


Colonial Aircraft Corp., Sanford, Me. 
July 5 filed 248,132 shares of common stock (par 10¢). 
Price—At market. Proceeds—To selling stockholders. 
Underwriter—Glick & Co., Inc., New York. 


®@ Comico Corp., Memphis, Tenn. (8 15) 

May 2 filed 750,000 shares of common stock. Price—$2 
per share. Proceeds—To construct mill; for payment on 
mining leases and royalty agreement. Underwriter— 
Southeastern Securities Corp., New York. 


Consolidated Fenimore Iron Mines, Ltd. 

June 26 (letter of notification) 150,000 shares of common 
stock (par $7). Priee—At market (closing price on To- 
ronto Stock Exchange as of June 14. 1957 was $1.82 bid 
and $1.85 asked, per share). Proceeds—For mining ex- 
penses. Oftfice—c o Roy Peers, 9 De Casson Rd., Mon- 
treal, Canada, Underwriters—Thomason, Kernaghan & 
Co.. Ltd.. Toronto, Canada, and R. P. Mills & Co., Ltd., 
Montreal, Canada. 


Conticca Internatioral Corp., Chicago, Il. 

March 13 filed 558,100 shares of class A common stock 
(par $1). Price—S5 per share. Proceeds — To discharge 
current notes payable, including bank loans, and long 
term debt in the total sum of approximately $1,030,000: 
for new equipment: and for working capital. Under- 
writers — Allen Shaw & Co., 405 Lexington Ave., New 
York 17, N. Y.: and Shaw & Co., San Marino, Calif. 


Continental Mineral Resources, Inc. 
June li (letter of notification) 300.090 shares of com- 
mon stock (par 10 cents). Priee—S1 per share. Pro- 
ceeds—-For mining expenses. Office—c o Registrar & 
Transter Agent. Nevada Agency & Trust Co., Cheney 
Bldg... Reno. Nev. Underwriter—Birkenmayer & Co., 
Denver. Colo. 


Continental Mines & Metals Corp., Paterson, N. J. 
April 24 filed 400.000 shares of common stock (par 10 
cents Price—-S1 per share. Proec*eds—For exploration 
and development of properties. Underwriter — Leward 
M. Lister & Co., Boston, Mass. 


Cougar Mine Development Corp. 

March 15 (letter of notification) 560,000 shares of com- 
mon stock (par ore cent). Price — 50 cents ver share 
Proceeds — For diamond drilling on company’s lands, 
prospecting expenses, working capital and other corpoi 

ate purposes. Office—83 Campfield St.. Irvington N 7 
Underwriter—Roth & Co., Maplewood, N. J. Offering— 
Expected this month (July). 





* INDICATES ADDITIONS 
SINCE PREVIOUS ISSUE 
® ITEMS REVISED 


Daybreak Uranium, Inc., Opportunity, Wash. 
May 7 filed 631,925 shares of common stuck (par 10 
cents). Price — At market (approximately 53 cents per 
share). Proceeds—To selling stockholders. Underwriter 
Herrin Co., Seattle, Wash. 


% Eastern Oregon Natural Gas Co. 

July 22 (letter ot notification) 35,000 shares of common 
stock. Price—At par (85 per share). Preeeeds—tFor in- 
stallation of a distributing system, including meters, fit- 
tings, etc. Officee—710 S. Oregon St., Ontario, Ore. 
Underwriter—Noue. 


*% Eastern Slope Multi-Metal Corp. 

July 15 (letter of notification) 140,000 shares of common 
stock. Price—At par ($1 per share). Preceeds—For min- 
ing expenses. Office—3531 Oneida, Denver, Colo. Under- 
writer—None. 


% Educators’ Investment Corp. of Alabama 

July 23 (letter of notification) 10,000 shares of 5° 
cumulative preferred stock. Priee —- At par ($25 pe 
share). Proceeds—For capital expansion. Office—1704— 
llth Ave. South, Birmingham, Ala. Underwriter—None. 


® Federal Insurance Co. 

June 7 filed 400,000 shares of capital stock (par $4) be- 
ing offered in exchange for 100,000 shares of Colonial 
Life Insurance Co. of America capital stock (par $10) 
on the basis of four Federal shares for each Colonial 
Share. Otfer has become effective upon acceptance by 
holders of more than 86% of Colonial stock and will con- 
tinue to and including Aug. 16, unless extenced. Dealer - 
Managers—tTre First Boston Corp. and Spencer Trask & 
Co., both off New York. Exchange Agent—Fidelity Union 
Trust Co., Newark, N. J. 


*% First National Life Insurance Co., Phoenix, Ariz. 
July 29 filed 106,500 shares of common steck (par $4), 
of which 90,000 shares are to be ofiered publicly and 
16,500 shares to emplovees pursuant to stock purchase 
options. Price—To public, $12 per share. Proceeds—For 
expansion and other corporate purposes. Underwriter— 
None. 
*% First Security Bond & Mortgage Corp. 
July 24 (letter of notification) 25,000 shares of preferred 
stock (par $10) and 12,500 shares of common stock (par 
$1) to be offered in units of two shares of preferred and 
one share cf common. Priee—$21 per unit. Proceeds—For 
working cavital. Otfiee—36 West Bay St., Alhambra, 
Calif. Underwriter—Noie. 

Florida Trust, Pompano Beach, Fla. 
March 4 filed 850 ceruticates of beneticial interest in 
the Trust. Price—S$1,000 per certificate. Proceeds—To 
acquire by purchase, lease or otherwise, and to hold, 
own, suddivide, lease, mortgage, exchange, bargain, sell 
and convey lands and every character of real property. 
Underwriter—None. 

Fluorspar Corp. of America 
May 28 (letter of notification) 30,000 shares of common 
stock (par $1) to be offered for subscription by common 
stockholders on the basis of one new share for each four 
shares held. Price—$8.50 per share. Proceeds—For min- 
ing operations. Officee—433 S. E. 74th Ave., Portland, 
Ore. Underwriter—None. 

Frigikar Corp. 
June 6 (letter of notification) 9,000 shares of common 
stock (par 50 cents). Priee — At market (estimated 
$5.50 per share). Proceeds—To go to Daniel D. Dilling- 
ham. Office—1602 Cochran St., Dallas, Texas. Under- 
writer—Muir Investment Corp., San Antonio, Texas, 


General Aniline & Film Corp., New York 

Jan. 14 filed 426.988 shares of common A stock (no par) 
and 1.537.500 shares of common B stock (par $1). Pre- 
ceeds—To the Attorney General of the United States. 
Underwriter—Tv be determined by competitive bidding 
Probable bidders: Blyth & Co., Inc., and The First Bos- 
ton Corp. (jointly); Kuhn, Loeb & Co., Lehman Brothers 
and Glore, Forgan & Co. (jointly). Bids -— Had been 
scheduled to be received up to 3:45 p.m. (EDT) on May 
13 at Room 654. 101 Indiana Ave., N. W., Washington 25, 
D. C., but bidding has been postponed. 


General Automatics Corp., Atlanta, Ga. 

May 23 (letter of notification) 100.000 shares of common 
stock (par $1). Priee—$2 per share, Proceeds—To es- 
tablish production facilities for manufacture and assem- 
bly of controls: and for other corporate purposes. Ad- 
dress——c o Positronic Corp., 2572 Ridgemore Road, N. W., 
Atlanta, Ga. Underwriters—Armstroig & Co., Atlanta, 
Ga. 


Genera! Credit, Inc., Washington, D. C. 
Aug. 17, 1956 filed $2,000,000 of 6% subordinated sink- 
ing fund debentures, due Sept. 1. 1971, with detachable 
warrants to purchase 160,000 shares of participating 
preference stock. to be offered in units of $500 of deben- 
tures and 40 warrants. Price—S500 per unit. Proceeds— 
For expansion and working capital. Underwriter—None 
named. Offering to be made through selected dealers. 
Application is still pending with SEC. 
%* Genera! Motors Acceptance Corp. 
July 25 filed $100,000,000 of cebentures, due 
1977. Pricee—To be supplied by amendment. Proceeds— 
To renva\ loans and for working capital. Under- 
writer—Morgan Stanley & Co., New York. 

General Parking, Inc. 
June 18 (letter cf netification) 240,000 shares of common 
stock (par $1). Priee—S1i.25 per share. Preceeds—To re- 
tire outstanding debt; for expansion of subsidiary cor- 
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Office—c/o Edwin 
F. Clements, 5312 Glenwood Ave., Youngstown, Ohio. 
Underwriter—L. L. LaFortune & Co., Las Vegas, Nev. 


® General Telephone Co. of the Southeast 

July 18 filed 120,000 shares of 5.80% cumulative pre- 
ferred stock (par $25) to be offered in exchange for the 
following outstanding securities on a_ share-for-share 
basis, pius, in each case, cash equivalent to the redemp- 
tion premium for each such share offered in exchange: 
515° and 6°. cumulative preferred stocks of Durham 
Telephone Co., the 6% cumulative preferred st«eck of 
Georgia Continental Telephone Co., and the 512° cumu- 
lative preferred stock of South Carolina Continental 
Telephone Co. and of Southern Continental Telephone 
Co. This offer will expire on Aug. 30, 1957. All shares 
not surrendered for exchange will be redeemed in Sep- 
tember. 1957. Dealer-Managers—-Paine, Webber, Jackson 
& Curtis ard Stone & Webster Securities Corp., both 
of New York. 


General Telephone Corp., New York 

May 24 filed 1,480,787 shares of common stock (par $10) 
and 170,000 shares of 5.28% convertible preferred stock 
(par $5U0) being oftered in excnange for common and 
preferred stocks of Peninsular Telephone Co. on the 
basis of 1.3 shares of General common for each share 
of Peninsular common, and one-half share of General 
preferred share for each share of Peninsular $1 pre- 
ferred, $1.30 preferred and $1.32 preferred. No exchange 
of preferred stock will be made unless at least 80% of 
the Peninsular preferred stock is exchanged. Offer 
will expire on Aug. 14. Dealer-Managers—Paine, Web- 
ber, Jackson & Curtis and Stone & Webster Securities 
Corp. 


poration and for working capital. 
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Genie Craft Corp., Washington, D. C. 
June 28 (letter of notification) $150,000 of 10-year 6% 
subordinate convertible debentures. Price—At par (in 
denominations of $100 each). Proceeds—To discharge 
short term obligations and for working capital. Office— 
1022 18th St., N. W., Washington, D. Cc. Underwriter — 
Whitney & Co., Inc., Washington, D. C. 


* Genung’s iInc., Mount Vernon, N. Y. (8/19) 
July 26 filed $500,000 of 612% convertible debentures 
due 1977 and 20,000 shares of common stock (par $1). 
Price—To be supplied by amencment. Proceeds—To re- 
pay bank loans and for increased inventories and other 
corporate purposes. Underwriter—P. W. Brooks & Co. 
Inc., New York, 

® Getty Oi! Co., Wilmington, Dei. 

June 17 filed 100,000 shares of common stock (par $4) 
being offered for sale from time to time on the Nev 
York Stock Exchange. Certain private placements salt 
be made. Price—Either at the market or at a price not 
lower than the bid nrice nor higher than the asking 


price quoted on the Exchange at time of such offering. 
Proceeds—To J. Paul Getty, President, who is the selling 
stockholder. Underwriter — None. Statement eftective 
July 22. 
Gibbs Automatic Moulding Corp. 

May 22 filed $1,000,000 of 6% convertible debentures 
due March 31, 1967. Price—At par. Proceeds—To in- 
crease company’s activities and for working capital. 


Office—Henderson, Ky. Underwriter—Cook Enterprise, 


Inc., 111 S. 7th St., Terre Haute, Ind. 





August 2 (Friday) 


Precision Transformer Corp.___ ------- Debentures 
(John R. Boland & Co., Inc.) $299,880 


August 5 (Monday) 


ee Ca Be i it, cn bieticnene at Debentures 
(Lehman Brothers and Bear, Stearns & Co.) $2,250,000 
August 6 (Tuesday) 


McDermott (J. Ray) & Co., 


(Offering to common s-ockholcders 
& Dominick and Kidder, Peabody & Co.) $20,292,000 


Sanders Associates, ine... _Class A Common 
(Kidder, Peab ody & Co.) ; ‘110. ooo shares 


Inc._____.__ Debentures 
unae: written by Dominick 


August 7 (Wednesday) 

General Motors Acceptance Corn.______ Debentures 
(Morgan Stanley & C9.' $100,000,000 
Indianapolis Power & Light Co.__.______Preferred 
(Lehman Brothers; Goldman, Sachs & Co.; and The 
First Boston Corp.) $6,000,000 
August 9 (Friday) 

Cameron Industries, Inc._. —---- _..Common 


(R. G. Worth & Co., Inc.) $300,000 


August 12 (Monday) 
Walter (Jim) Corp._- _Bonds & Common 


(Carl M. Loeb, Rhoades & Co. and Prescott, Shepard & Co., Inc.) 
$2,425,000 
August 13 (Tuesday) 
Northern States Power Co. (Minn.)_------- Bonds 
(Bids 10 a.m. CDT) $18,900,0C0 
Thompson Products, Inc.__---~------~- Debentures 


(Offering to common stockholders—underwritten by Smith, 
Barney & Co. and McDonald & Co.) $19,729,500 


August 15 (Thursday) 
Carolina Natural Gas Corp..__Bonds, Debs. & Com. 


«Cruttenden, Podesta & Co. and Odess, Martin & Herzberg, Inc.) 
$1,600,000 bonds, $300.000 debentures and 112,000 shares of stock 


Central Telephone Co.___-------~---- Debentures 
(Paine, Webber, Jackson & Curtis aad Locwi & Co.) $1,750,000 
il NRE a hE LEE ER Common 


(Southeastern Securities Corp.) $1,500,000 


August 19 (Monday) 


Genung’s Inc. 
(P. W. Brooks & Co. Inc.) 


Two Guys From Harrison, Inc.. 
(Bache & Co.) 200,000 


August 20 (Tuesday) 


Celotex Corp. —_--. 4 Common 
(Hornblower & Weeks and  Bastm: nan “ Dilion, Union Securities 
ron *o.) 150,000 shares 


__.__Debentures 
$500,000 


_Class A Common 
hare 


Chess Uranium Corp._-_------- _..Common 
(Jean R. Veditz Co., Inc.) $300, 000 
Coastal States Gas Producing Co.. Common 
‘Paine, Webber, Jackson & Curtis and Bla‘r & Co. Incorporated) 
150,900 shares 
Pacific Telephone & Telegraph Co.___._Debentures 
(Bids to be invited) $90,000,000 
August 22 (Thursday) 
Holiday In Ins of America, Inc. Common 
Ee H S Corp 120.000 
August 27 (Tuesday) 
El Paso Nat tural Gas Co. Debentures & Preferred 
(Wt Weld E Ce.) 70,000,000 
Southern California Edison Co. Bonds 
(Bids to ve invited) $40.000.000 
August 28 (Wednesday ) 
Public Service Electric & Gas Co. Bonds 
Bics to oe invited) $60,000,000 
August 31 (Saturday) 
Pacific Te -lephone & Telegravh Co. Common 
Oficri tockhelders bho wunderwritina: 1.822.523 shares 


ISSUE CALENDAR 


September 3 (Tuesday) 


Cincinnati & Suburban Telephone Co.__-_- Common 
(Offering to stockholders—no underwriting) 


September 4 (Wednesday) 
Louisville Gas & Electric Co.__.____________ Bonds 
(Bids to be invited) $15,000,000 
September 10 (Tuesday) 


SD. PO Sehrcrecticctinidnititbinnetcams Bonds 
(Bids to be invited) $50,000,000 


September 11 (Wednesday) 


New Jersey Bell Telephone Co.___---- Debentures 
(Bids to be invited) $30,000,000 


September 12 (Thursday) 


Philadelphia Electric Co.- ie OE 
(Bids to be invited) $40, 000, 000 


September 17 (Tuesday) 


Consolidated Natural Gas Co._______-_- Debentures 
(Bids 11:30 a.m, EDT) $30,006,000 


September 18 (Wednesday) 


Norfolk & Western Ry._-__-- Equipment Trust Ctfs. 
(Bids noon EDT) $4,260,000 


Bonds 


Pacific Power & Light Co.________-_-_~- Bonds 
(Bids to be invited) 820,000,000 
September 23 (Monday) 
Cee Re iinet etteiae nc Sdn tee Bonds 
(Bids 11:30 a.m. EDT) $35,000,000 
September 24 (Tuesday) 
Utah Power & Light Co,___________.______ Bonds 
(Bids to be invitea) $15,000,000 
Utah Power & Light Co._._.__________.. Common 


(Bids to oe invited) 4uu.000 ehares 


September 25 (Wednesday ) 


Northern Illinois Gas Co._____. Bonds or Preferred 
(Bids to be invited) $8,000,000 to $10,000,000 


October 1 (Tuesday) 


Southwestern Bell Telephone Co.__--- Debentures 
(Bids to be invited) $100,000,000 


Gctober 3 (Thursday) 


Columbia Gas System, Inc... -------- Debentures 
(Bids to be invited) $25,000,000 


October 8 (Tuesday) 


Commonwealth Edison Co.__-_-. Bonds or Preferred 
(Bids to be invited) $25,000,000 to $50,000,000 
October 9 (Wednesday) 

Public Service Co. of Indiana, Inc.. Bonds 
‘(Bids to be invited) $30,600,000 
October 15 (Tuesday) 

Indiana & Michigan Electric Co..._--------- Bonds 
(Bids 11 a.m. EST) $20,000,000 
October 16 (Wednesday ) 
Consumers Power Co. Debentures 
(Offering to common stockholders—bids noon EDT) $35,156,760 
October 22 (Tuesday) 
Consolidated Edison Co. of New York, Inc.._Bonds 
(Bids 11 a.m. EDT) $50,000,000 
October 29 (Tuesday) 

American Te slephone & Telegraph Co..__Debentures 
‘Bids to be invited) $250,000,000 
November 19 (Tuesday) 
ee Cr ei widtdele anne Bonds 
(Bids 11 a.m. EST) $28,000,000 
Cee Fawr Ghai scckoucieasas acm nanult TOLerTee 
(Bids 11 a.m. EST) $7,000,000 
December 3 (Tuesday) 

Virginia Electric & Power Co.______-...---- Bonds 


(Bids to be invited) $20,000,000 
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Great Lakes Natural Gas Corp. 

July 15 filed 779,393 shares of common stock (par 50 
cents) to be offered for subscription by common stock- 
holders of Great Lakes Oil & Chemical Co. on basis of 
one-fourth share of Natural Gas stock for each share of 
Oil & Chemical stock. Price—$1.25 per share. Proceeds 
—For exploration costs, improvements, expansion, etc. 
Office — Los Angeles, Calif. Underwriter — Dempsey- 
Tegeler & Co., St. Louis, Mo. 


* Holiday Inns of America, Inc. (8/22) 

July 26 filed 120,000 shares of common stock (par $1.50) 
Price — To be supplied by amendment. Proceeds — For 
working capital and for construction program. Under- 
writer—Equitable Securities Corp., Nashville, Tenn. 


Holy Land Import Corp., Houston, Texas 
Feb. 27 (letter of notification) 100,000 shares of common 
stock. Price—At par ($3 per share). Preceeds—For in- 
ventory, working capital, etc. Underwriter—Benjamir 
& Co., Houston, Tex. 


Horace Mann Fund, Inc., Springfield, Ill. 
June 27 filed 100,000 shares of capital stock (par $1) 
Price—-At market. Proceeds—For investment. Distrib- 
utor and Investment Manager—Horace Mann Investors, 
Inc., Des Moines, Ia., of which Charles F. Martin is alsc 
President. Office—216 E. Monroe St., Springfield, Ill. 


* Incorporated Income Fund, Boston, Mass. 

July 29 filed (by amendment) 2,000,000 additional shares 
of common stock (par $1). Price—At market. Proceeds 
-—For investment. 


@ indianapolis Power & Light Co. (8/7) 

July 18 filed 60,000 shares of cumulative preferred stock 
(par $100). Price—To be supplied by amendment. Pro- 
ceeds—To repay bank loans and for new construction. 
Underwriters—Lehman Brothers; Goldman, Sachs & Co., 
and The First Boston Corp.; all of New York. 


international Duplex Corp., San Francisco, Calif. 
Dec. 21, 1956 filed 500,000 shares of common stock (par 
one cent). Price—$1 per share. Proceeds—To equip and 
establish five super launderettes and for working cap- 
_ Underwriters—Names to be supplied by amend- 
ment. 


@ International Fidelity Insurance Co. 

March 28 filed 100,000 shares of common stock (no par) 
to be offered for subscrivtion by stockholders at the 
rate of one new share for each seven shares held. Price 
—To be supplied by amendment: Proceeds—For work- 
ing capital, etc. Underwriter—Franklin Securities Co., 
Dallas, Texas. Statement effective July 18. 


International Insurance Investments, Inc. 

June 10 filed 118,140 shares of common stock (par $1) 
and warrants to purchase 354,420 additional shares of 
common stock to be offered in units of one common 
share and three warrants to buy three common shares. 
Price—$3.75 per unit. Each warrant entitles holder to 
purchase one common share at $2.75 per share. Proceeds 
—To acquire stock of fire insurance unit and for genera! 
corporate purposes. Office — Englewood, Colo. Under- 
writer—American Underwriters, Inc., also of Englewood, 
Colo. 


*% lowa Southern Utilities Co. (8/20) 

July 26 filed $5,000,000 of first mortgage bonds due Aug 
1, 1987. Proceeds—To repay bank loans and for construc - 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co 
Inc.; Kuhn, Loeb & Co.; White, Weld & Co.; Lehman 
Brothers, and Bear, Stearns & Co. (jointly); Equitable 
Securities Corp. and Salomon Bros. & Hutzler (jointly) 

The First Boston Corp.; Dean Witter & Co. Bids—Ex 

pected to be received on Aug. 20. 


isthmus Steamship & Salvage Co., Miami, Fia. 
May 21 (letter of notification) 300,000 shares of com- 
mon stock (par 10 cents). Price—$1 per share. Proceeds 
—To purchase a ship and for working capital. Under- 
writer—Anderson Cook Co., Inc., Palm Beach, Fla. 


% Janaf, Inc., Washington, D. C. 

July 30 filed $10,000,000 of 542-8% sinking fund deben 
tures due Aug. 1, 1972 and 100,000 shares of common 
stock (par 20 cents) to be offered in units of a $1,000 
debenture and 10 shares of stock, or a $100 debenture 
and one share of stock. Price—Par for debenture, plus 
$2 per share for each share of stock. Proceeds—For con. 
struction of a shopping center and other capital improve. 
ments; for retirement of present preferred shares; anc 
for working capital, etc. Underwriter—None. 

* Madison Improvement Corp., Madison, Wis. 
July 29 filed 50,000 shares of common stock. Price—Ai 
par ($10 per share). Proceeds—For working capital, et 
Underwriter—None. Henry Behnke is President. 

* Mankato Citizens Telephone Co. 

July 15 (letter of notification) 6,000 shares of commor 
stock (no par) to be offered to present stockholders, om 


the basis of one new share for each five shares held 
rights to expire on Aug, 15, 1957. Price—$50 per share 
Proceeds—To retire bank loans. Office—315 S. Second 
St.. Mankato, Minn. Underwriter—None. 


Mascot Mines, Inc., Kellogg, Idaho 
June 3 (letter of notification) 800,900 shares of commor 
stock. Price—At par (171% cents per share). Preceeds 
-For mining expenses. Office—Sidney Bldg., Kellogg 
Idaho, Malcolm C,. Brown is President. Underwriter- 
Standard Securities Corp., Spokane, Wash., and Kellogg, 


Idaho. 
McDermott (J. Ray) & Co., Inc. (8/6) 
July 18 filed $20,292,000 of convertible subordinated 


offered for subscrip 
1957 on 


debentures due Aug. 1, 1972, to be 


tion by common stockholders of record Aug. 6, 
the basis of $100 of debentures for each 10 common 
shares held: rights to expire on Aug. 20, 1997. Price—To 


Continued on page 42 
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be supplied by amendment. Proceeds—For expansion of 
operations. Underwriters—Dominick & Dominick and 
Kidder, Peabody & Co., both of New York. 

Mercast Corp., New York, N. Y. 

June 24 filed 420,778 shares of capital stock (par 10 
cents) being offered for subscription by stockholders of 
record July 18, 1957 on the basis of two new shares for 
each three shares held: rights to expire on Aug. 2. Price 
—$4.25 per share. Proceeds—For expansion program, to 
repay outstanding notes to Atlas Corp. and for working 
capital. Underwriter—None. 

Merchants Co. 

June 10 (ietter of notification) $300,000 of 6% converti- 
ble subordinate debentures due 1972 being offered to 
common and preferred stockholders of record of July 
11, 1957, on the basis of $125 of debentures for each 
18 shares of stock held; rights to expire on Aug. 5, 1957. 
Price—At par in units of $125 each and multiples thereof. 
Proceeds—For working capital. Office—300 East Pine 
St., Hattiesburg, Miss. Underwriter — Lewis & Co., 
Jackson, Miss. 

Mississippi Valley Portland Cement Co. 

Dec. 26, 1956 filed 1,600,000 shares of capital stock (no 
par) of which 708,511 shares are subject to an offer of 
rescission. Price—$3 per share. Proceeds—For comple- 
tion of plant, provide for general creditors and for work- 
ing capital. Office—Jackson, Miss. Underwriter—None, 
offering to be made through company’s own agents. 

Mon-O-Co Oil Corp., Billings, Mont. 

July 11 filed 22,474 shares of class A common stock and 
539,376 shares of class B common stock to be offered in 
units of one class A share and 24 class B shares, which 
thall not be separately transferable until May 1, 1960. Of 
the units, 14,474 are to be issued in exchange for or con- 
version of working interests in joint lease acreage oper- 
ations, etc., and 8,000 are to be offered for subscription 
by existing stockholders, on a pro rata basis. Price—$75 
per unit. Proceeds—For development and exploration 
costs, etc. Underwriter—None. 

* Montek Associates, Inc. 

July 16 (letter of netification) 60,000 shares of common 
stock (par $1). Price—S$2 per share. Proceeds—To pur- 
chase additional electronic test equipment, shop ma- 
chinery, and to increase working capital. Office—2604 
South State St., Salt Lake City, Utah. Underwriter— 
D. Richard Moench & Co., Salt Lake City, Utah. 

Monticello Associates, Inc. 

Feb. 18 (letter of notification) 300,000 shares of common 
stock. Price—At par ($1 per share). Proceeds — For 
capital expenditures, including construction of motel, 
roadside restaurant and gas station. Business—Has been 
processing and selling of gravel. Office—203 Broadway, 
Monticello, N. Y. Underwriter—Walnut Securities Corp., 
Philadelphia, Pa. 

Mount Wilson Mines, Inc., Telluride, Colo. 

June 24 filed 400,000 shares of class A common stock 
(par 50 cents). Price—$1 per share. Proceeds—For ex- 
ploration and related purposes, including construction of 
a mill. Underwriter — Investment Service Co., Denver, 
Colo, 

Municipal investment Trust Fund, Inc. (N. Y.) 
May 9 filed 5,000 units of undivided interests in Munic- 
ipal Investment Trust Fund, Series A. Price—At market. 
Proceeds—for investment. Sponsor—Ira Haupt & Co., 
New York. 

Mutual investment Trust for Profit Sharing- 

Retirement Pians, Inc., Richmond, Va. 
March 19 filed 50,000 shares of capital stock (par $1), 
te be offered trustees of profit sharing retirement plans. 
Price—At market. Proceeds—For investment. President 
—T. Coleman Andrews. Office — 5001 West Broad St., 
Richmond, Va. 

Mutual Investors Corp. of New York 
May 17 (letter of notification) 295,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds—To 
acquire real estate properties and mortgages. Office—550 
Fifth Ave., New York 36, N. Y. Underwriter — Stuart 
Securities Corp., New York. 


— Mutual Trust, Kansas City, Mo. 
July 26 filed (by amendment) $2,000,000 of periodic pur- 
chase plans for accumulation of shares of beneficial in- 


terest. Underwriter—Mutual Distributors, Inc., Kansas 
City, Mo. 


Nassau Fund, Princeton, N. J. 
May 8 filed 250,000 shares of common stock. Price—At 
market. Proceeds—For investment. Office—10 Nassau 
St., Princeton, N. J. Investment Advisor — Harland W. 
Hoisington, Inc., same address. 


National Lithium Corp., New York 

Feb. 19 filed 3,120,000 shares of common stock (par one 
cent). Price—$1.25 per share. Proceeds—For acquisi- 
tion of properties; for ore testing program; for assess- 
ment work on the Yellowknife properties; and for cost 
of a concentration plant, mining equipment, etc. Under- 
writer—Gearhart & Otis, Inc., New York. Statement ex- 
pected to be amended. 


New Brunswick (Province of) 
Dec, 14, 1956, filed $12,000,000 of 25-year sinking fund 
debentures due Jan. 1, 1982. Price—To be supplied by 
amendment. Preoceeds—To be advanced to The New 
Brunswick Electric Power Commission to repay bank 
loans. Underwriter—Halsey, Stuart & Co. Inc., New York 
and Chicago. Offering—Indefinitely postponed. 


Northern States Power Co. (Minn.) (8/13) 
July 3 filed $18,000,000 of first mortgage bonds due Aug. 
1, 1987. Proceeds—For construction program. Under- 
writer—To be determined by competitive bidding. Prob- 
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able bidders: Halsey, Stuart & Co. Inc.; Merrill Lynch, 
Pierce. Fenner and Beane, Kidder, Peabody & Co. and 
White, Weld & Co. (jointly); Lehman Brothers and 
Riter & Co. (jointly); ine riret Bos.oi Corp. and Blyth 
& Co., Inc. (jointly); Equitable Securities Corp.; Kuhn, 
Loeb & Co.: Harriman Ripiey & Co. Inc. Bids—Expected 
to be received up to 10 a.m. (CDT) on Aug. 13. 

Oil Ventures, Inc. 
May 13 (letter of notification) 2,500,000 shares of com- 
mon stock. Price—At par (10 cents per share). Pro- 
ceeds—For development of oil and gas properties. Office 
—725 Judge Bldg., Salt Lake City, Utah. Underwriter— 
Mid America Securities, Inc. of Utah, Salt Lake City, 
Utah. 

Old American Life Co., Seattle, Wash. 
July 22 filed 15,825 shares of class A stock (par $10) and 
3.165 shares of common stock (par $10) to be oifered in 
units of One common share and three class A shares. 
Price—$260 per unit. Preceeds — For working capital 
and other corporate purposes. Underwriter—None. 
* Pacific Telephone & Telegraph Co. (8/20) 
July 26 filed $90,000,000 of 23-year debentures due Auy. 
1, 1980. Proceeds —'To repay advances from Amcrican 
Telephone & Telegraph Co., the parent. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Morgan Stanley & Co. 
Bids—To be received at Room 2315, 195 Broadway, New 
York, N. Y., up to 11:30 a.m. (EDT) on Aug. 20. 
*% Pacific Telephone & Telegraph Co. (8/31) 
July 26 filed 1,622,523 shares: of common stock to be 
offered for subscription by stockholders of record Aug. 
28, 1957 on the basis of one new share for each six shares 
of common stock and/or preferred stock held; rights to 
expire Sept. 36. Priece—At par ($100 per share). Pro- 
ceeds—To repay advances from parent. Underwriter— 
None. American Telephone & Telegraph Co. owns 
90.54% of the voting stock ot Pacific T. & T. Co. Offer- 
ing—-Expected some time in August. 

Pancal Oil Corp. 
May 13 (letter of notification) 299,000 shares of common 
stock (par 10 cents). Price—$1 per share. Proceeds— 
For oil drilling expenses. Office—27 William St., New 
York, N. Y. Underwriter — Bush Securities Co., New 
York, N. Y. 


Plymouth Fund, Inc., Miami, Fla. 
Feb. 5 filed 500,000 shares of capital stock (par $i) 
Price—At market. Proceeds—For investment. Under- 
writer — Plymouth Bond & Share Corp., Miami, Fla 
Joseph A. Rayvis, also of Miami, is President. 
® Precision Transformer Corp. (8/2) 
June 12 (letter of notification) $294,000 of 6% 10-year 
convertible debentures due June 1, 1967 and 29,400 
shares of common stcck (par 20 cents) to be offered 
in units of $500 of debentures and 50 shares of stock 
at $510 per unit, or $100 of debentures and 10 shares 
of stock at $102 per unit. Proceeds — To repay out- 
standing indebtedness and for general corporate pur- 
poses. Office—2218 W. Lake St., Chicago, Ill. Under- 
writer—John R. Boland & Co., Inc., New York. 


Pyramid Productions, Inc., New York 

Sept. 27, 1956, filed 220,000 shares of com. stock (par $1) 
of which 200,000 shares are to be offered to public and 
20,000 shares issued to underwriter, Price—$5 per share 
Proceeds—To retire $125,000 of outstanding 15% deben- 
tures as well as a $173,180 debt to Trans-Union Produc- 
tions, Inc.; and for working capital. Business—Tele- 
vision releases. Underwriter—E. L. Aaron & Co., New 
York. Offering—Date indefinite. 


Resource Fund, Inc., New York 
March 29 filed 100,000 shares of common stock (par $1). 
Price—At market. Proceeds—For investment. Under- 
writer—None. D. John Heyman of New York is Presi- 
dent. Investment Advisor—Resource Fund Management 
Co., Inc., 60 Broadway, New York, N. Y. 


% Rose Records, Inc. 

July 22 (letter of notification) 11,022 shares of common 
stock. Price—At par ($1 per share). Proceeds—For work- 
ing capital. Office—705 South Husband St., Stillwater, 
Okla. Underwriter—Richard B. Burns Securities Agency, 
Stillwater, Okla. 


St. Louis Insurance Corp., St. Louis, Mo. 
March 27 filed 1,250 shares of class C cumulative pre- 
ferred stock (par $57). Price—$97 per share. Proceeds 
—To R. M. Realty Co., who is the selling stockholder 
Underwriter — Yates, Heitner & Woods, St. Louis, Mo. 
Offering—Expected in the near future. 


St. Paul Fire & Marine Insurance Co. 

June 25 filed 417,000 shares of capital stock (par $6.25) 
to be offered in exchange for the outstanding capital 
stock of Western Life Insurance Co., Helena, Mont., at 
rate of 1.39 shares of St. Paul stock for each share of 
Western stock. The offer is condiitoned upon acceptance 
by holders of not less than 240,000 shares (80%) of the 
outstanding Western stock. Exchange Agent—First Na- 
tional Bank & Trust Co., Helena, Mont. 


Sanders Associates, Inc., Nashua, N. H. (8/6) 
July 12 filed 110,000 shares of class A common stock 
(par $1) of which 100,000 shares are to be offered pub- 
licly and 10,000 shares are to be offered for subscription 
by employees. Price — To be supplied by amendment. 
Proceeds—To reduce bank loans and for working capital 
and other corporate purposes. Underwriter — Kidder, 
Peabody & Co., New York. 


Sareze, Inc., Miami, Fla. 
June 27 (letter of notification) 50,000 shares of 30-cent 
cumulative convertible preferred stock (par $2) and 
50,000 shares of common stock (par $1) to be offered 
in units of one share of each class of stock. Price—$5 
per unit. Proceeds—For working capital. Office—2621 


1957 


Northwest: 2nd Ave., Miami, Fla. 
D. Cerf, Jr. Co., Chicago, Hl. 


® Seminole Oil & Gas Corp., fulsa, Okla. 
June 24 (letter of notification) 275.000 shares of com- 
mon stock (par five cents). Priee—75 cents per share. 
Proceeds — For development of oil and gas properties. 
Underwriter—Albert & Co., Inc., New York, N. Y 
Offering—Expected today (Aug. 1). 
Sire Plan, Inc., New York 
July 18 filed $4,000,000 of nine-month 8% = 
Price—At par (an denomitiauivns v1 3100 each). Proceeds 
—lFor working capital and other corporate purposes. 
Underwriter—Sire Plan Portfolios, Inc., New York. 


* Smith (Edson 8B.) Fund, Boston, Mass. 

July 30 filed (by amendment) 200,000 additional shares 
of beneficial interest. Price—At market. Proceeds—For 
invesiment. 


Southern Industrial Corp., Jacksonville, Fla. 
June 25 (letter of notification) 150.000 shares of com- 
mon stock (par $1). Price—S2 per share. Proceeds—To 
be added to the general funds of the company. Under- 
writer — Pierce, Carrison, Wulbern, Inc., 2 acksonville, 
Fla. 


Steadman Investment Fund, Inc., 

East Orange, N. J. 
May 10 filed 100,000 shares of common s*-<cs (par $1) 
to be offered in connection with merger into this Fund 
of Fund of Fortune, Inc., Fortune II, Inc., Fortune III, 
Inc. and Fortune IV, Inc. Underwriter — William Allen 
Steadman & Co., East Orange, N. J. Offering —Expected 
early in July. 


Stratford (John G.) Film Corp. 


Underw riter—Floyd 


iing notes. 


June 27 (letter of notification) 199,999 shc:es of com- 
mon stock (par 25 cents). Price—S1.50 per share. Pro- 
ceeds—For production of films, working capital, ete. 
Office—113 West 57th St., New York. Underwriter — 


Joseph Mandell Co., New York. 


Strato-Missiles, Inc. 

June 7 (letter of notification) 390.000 share: © common 
stock (par 10 cents). Price—$1 per share, Proceeds—To 
develop Hatfield propulsion system, and other projects; 
for purchase of additional facilities and for working 
capital. Business—To produce machinery and equip- 
ment. Office—70 East 45th St., New York, N. Y. Un- 
derwriter—Kesselman & Co., Inc., New Yors 


® Super Food Services, Inc. 

July 22 (letter of notification) 55,000 shares of class A 
stock (par $1) and 27,500 shares of class B stock (par 
one cent) to be offered in units of one class A share 
and one-half class B share. Price—$5.05 per unit. Pre- 





ceeds-—-For working capital, etc. Offiee—c o Donald B. 
Davis, Vice-President. 400 Walnut Ave., Bronx, New 


York, N. Y. Underwriter 


Chicago, Ill. 

* Syntex Carp. (Republic of Panama) 

July 24 filed 1,165,750 shares of common stovcx (par $2) 
to be offered ior subscription by common stockholders 
of Ogden Corp. on the basis ef one new share for each 
four snares held and to holders of options on the basis 
of one share for each option to purchase tour shares of 
Ogden common stock: vnsubscribed shares to be offered 
to certain employees and officers. Priee—S2 per share. 
Proceeds—To pay outstanaing obligations to Ozden Corp. 
Underwriter— None. 


Tax Exempt Bond Fund, Inc., Washington, D. C. 
June 20 filed 40,000 shares of common stock. Price—$25 
per share. Proceeds For investment, Underwriter— 
Equitable Securities Corp., Nashville, Tenr. 


Texam Oil Corp., San Antonio, Texas 

May 29 filed 300,000 shares of common stoc< (par $1), 
to be offered for subscription by common stockholders 
on a basis of two-new shares for each share held. Price 
—To be supplied by amendment. Proceeds—To repay 
indebtedness, for acquisition and exploration of oil and 
gas leases, for drilling and completion of wells, and for 
other corporate purposes. Underwriter—N ne. 


Texas Eastern Transmission Corp. 

July 22 filed 1,000,000 shares of common stocs (par $7) 
to be offered in exchange, on a share-for-share basis, 
for capital stock of La Gloria Oil & Gas Co. of Corpus 
Christi, Tex: ‘The offer is conditioned upor deposit of 
at least 81% (810,000 shares) of outstanding La Gloria 
stock prior to Sept. 6, 1957. Offer may be extended from 
time to time but not beyond Dee. 5, 1957. Underwriter— 
None. 


@ Texas Glass Manufacturing Corp., Houston, Tex. 
May 28 filed 2,116,292 shares of common stock (par $1). 
Price—$2 per share. Proceeds—For expansion and work- 


— Wm. T. Tegtr-ever & Co, 








ing capital. Underwriter—T. J. Campbell Investment 
Co., Inc.,, Houston; Texas. 
Thompson Products, Inc. (8 13) 


July 24 filed $19,729,500 subordinated debentures due 
Aug. 1, 1982 (convertible into common stock until Aug. 
1, 1967) to be offered for subscription by common 
stockholders in the ratio of $100 of debentures for each 
14 shares of stock held of record on Aug. 12, 1957; rights 
to expire on Aug. 27, 1957. Price To be supplied by 
amendment. Preeceeds—For working capital and other 
general corporate purposes. Underwriters—smith, Bar- 
ney & Co., New York; and McDonald & Co.. Cleveland, 
Ohio. 


Titanic Oil Co. 
May 6 (letter of notification) 6,000,000 shares of common 
stock (par one cent). Price—Five cents per share. Pro- 
ceeds—For exploration of oil properties. Office — 704 
First National Bank Bldg., Denver, Colo. Underwriter— 
Wayne Jewell Co., Denver, Colo. 
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Tripac Engineering Corp. 
Feb. 27 (letter of notification) 100,000 shares of class A 
common stock (par 10 cents). Price—S$i.ovu per siuate 
Proceeds—For working capital; machine tools; equip- 
ment and proprietary development. Office — 4932 St. 
Elmo Ave., Bethesda 14, Md. Underwriter—Whitney & 
Co., Inc., Washington, D. C. 


Truly Noten Products, Inc. 
July 19 (leiter of notification) 100,000 shares of common 
stock (par 50 cents). Price—$2 per share. Proceeds—- 
For plant and laboratory expansion, advertising and 
working capital. Office-—-6721 N. E. 4th Ave., Miami, Fla. 
Underwriter—Alfred D. Laurence & Co., Miami, Fla. 


* “= — From Harrison, Inc., Newark, N. J. 
(8 19) 
July 25 filed 200,000 shares of cless A common stock (par 
. 10 cents) Price—$9 per share. Proceeds—For expansion 
and working capital. Underwriter—Bache & Co., New 
York. ' 
Uranium Corp. of America, Portland, Ore. 

April 30 filed 1,250,000 shares of common stock (par 10 
cents;. Price—To be supplied by amendment (expected 
to be $1 per share). Preceeds—For exploration purposes. 
Underwriter—To be named by amendment. Graham Al- 
bert Griswold of Portland, Ore., is President, 


Walter (Jim) Corp., Tampa, Fla. (8/12) 
July 22 tiled $1,250,000 of 9% subordinated bonds due 
Dec. 31, 2000. and 50,000 shares of common stock | (par 
50 cents) to be offered in units of $25 principal amount 
of bonds and one share of stock. Price—$48.50 per unit. 
Proceeds—f or working capital. Business—Construction 
of “shell” homes. Underwriters—Carl M. Loeb, Rhoades 
& Co., New York; and Prescott, Shepard & Co., Ine., 
Clevelane. Ohio. 
% Wycotah Oil & Uranium, Inc., Denver, Co.o. 
July 29 tiled 375,000 shares of common stock (par SL). 
Price—S$¢ pcr share. Proceeds—Fcr acquisition of pronp- 
erty and for other corporate purposes. Underwriter — 
Teden & Cc.. Inc., New York , 


Prospective Offerings 

Airborne Instruments Laboratory, Inc. 
May 16 it was announced company plans to issue and sell 
$2,000,000 of 15-year 514% unsecured subordinated con- 
vertible Gebentures. American Research & Develop- 
ment Corp., owner of 31,500 shares or 15.8% of Air- 
borne’s stock, propose to purchase $320,000 of the new 
debentures. Proceeds—Together with $4,000,000 to be 
borrowed trom institutional investors, for a building and 
expansion program. 

Aircraft, Inc. 
July 9 it was reported company plans to issue and sell 
up to $12.300.000 common stock, following spin-off by 
California Eastern Aviation, Inc. of its subsidiaries, 
Land-Air, Inc. and Air Carrier Service Corp. into Air- 
craft, Inc., a new company. Underwriter—Cruttenden, 
Podesta & Co.. Chicago, Il. 

All States Freight, incorporated, Akron, O. 
June 21 it was announced company plans to offer public- 
ly $2,250,000 of 15-year 6% debentures (with common 
stock werrants). Preceeds—Together with funds from 
private sale of 425,000 shares of common stock. at $4 per 
share to pay part of cost of purchase of an operating car- 
rier truck jine. Underwriter—Fulton, Reid & Co., Inc., 
Cleveland, Ohio. 

Aluminum Speciaity Co. 
March 18 it was announced company plans to issue and 
sel] 15,000 shares of $1.20 cumulative convertible pre- 
ferred stock series A (par $20). Underwriters—Emch & 
Co. and The Marshall Co., both of Milwaukee, Wis 

American Telephone & Telegraph Co. (10 29) 
July 17 it was announced that company plans to issue 
and sell $250.000,000 of debentures to be dated Nov. 1, 
1957 and. to mature on Noy. 1, 1983. Proceeds—For im- 
provement and expansion of system. Underwriter—To 
be determined by competitive bidding. Probable. bidders: 
Morgan Stanley & Co.; The First Boston Corp. and Hal- 
sey, Stuart & Co. Inc. (jointly). Bids—Expected to be 
opened on Oct. 29. 

Atlantic City Electric Co. 
April 9, Bayard L. England, President, announced that 
later this year the company will probably issue about 
$5,000,000 of convertible debentures. Preceeds—For con- 
struction program. Underwriter—May be determined by 
competitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; Kuhn, Loeb & Co., American Securities Corp. 
and Wood, Struthers & Co. (jointly); White, Weld & Co. 
and Shields & Co, (jointly); The First Boston Corp. and 











Drexel & Co. (jointly): Eastman Dillon, Union Securi- 
ties & Co i Smith, Barney & Co. (jointly); Lee Hig- 
ginson Corp.: Blyth & Co., Inc. 
Byers A. M.) Co. 

May 7 stockholders approved a proposal to authorize a 
new class of 100,000 shares of cumulative preference 
stock (par $106) and to increase the authorized out- 
standing indebtedness to $15,000,000, in connection with 
its proposed recapitalization plan. There are no specific 
objectives involved. Control—Acquired by General Tire 
& Rubber Co. in 1956. Underwriter—Dillon, Read & Co., 


Inc., New York. handled previous preferred stock financ- 
ing, while Kidder, Peabody & Co. underwrote General 
Tire & Rubber Co. financing. 

Centrai Hudson Gas & Electric Corp. 
April 22 it was announced company plans to issue and 
sell this year, probably in the fall, approximately $7,- 


500.000 ot sinking fund debentures. Proceeds—To finance 
construction 
Peabody 


program 
Ne 


Underwriter—Probably 
York. 
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Central Illinois Public Service Co. 

April 9 it was reported company plans to issue and sell 
$10,000,000 of Ist mtye. bonds.Preoceeds—To reduce bank 
loans and for construction program. Underwriter—To be 
jetermined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler; 
Equitable Securities Corp.; Eastman Dillon, Union Secu- 
rities & Co.; Blyth & Co., Inc.; Kidder, Peabody & Co.; 
and Merrill Lynch, Pierce, Fenner & Beane (jointly); 
Kuhn, Loeb & Co. and A. C. Allyn & Co., Ine, (jointly). 
Offering—Expected late in 1957. 


Central Louisiana Electric Co., Inc. 

April 8 it was announced company plans to issue and 
sell late this year $6,000,000 of first mortgage bonds. 
Proceeds — Together with $4,500,000 of 438% 12-year 
convertible debentures placed privately, to be used to 
repay bank loans and fcr construction program. Un- 
derwriters—Kidder, Peabody & Co. and White, Weld & 
Co. about the middle of last year arranged the private 
placement of an issue of $5,000,000 series G first mort- 
gage bonds. 


Chesapeake Industries, Inc. 
June 3 it was reported company plans early registra- 
tion of $3,500,000 of 542% collateral trust sinking fund 
bonds due 1972 and 350,000 shares of common stock. Each 
$10 of bonds will carry a warrant to purchase one share 
of common stock. Underwriter — Van Alstyne, Noel & 
Co., New York. 


Chesapeake & Ohio Ry. 
July 15 it was reported company plans to issue and sell 
in August about $5,000,000 of equipment trust certifi- 
cates. Probable bidders: Halsey, Stuart & Co. Inc.; Salo- 
mon Bros. & Hutzler. 


% Chesapeake & Potomac Telephone Co. of 
Baltimore City 

July 30 it was announced company plans to issue and 
sell $30,000,000 of debentures. Proceeds—To repay ad- 
vances from American Telephone & Telegraph Co., the 
parent. Underwriter—To be determined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
White, Weld & Co.; Morgan Stanley & Co.; Kuhn, Loeb 
& Co.; The First Boston Corp.; Harriman Ripley & Co. 
Inc. 


Cincinnati & Suburban Telephone Co. (9/3) 
July 15 it was reported company plans to offer to its 
stockholders of record Aug. 27, 1957, the privilege of 
subscribing for additional common stock on a 1-for-10 
basis; rights to expire on Oct. 3, 1957. Underwriter— 
None. American Telephone & Telegraph Co. owns ap- 
proximately 30° of the outstanding common stock. 


Cleveland Electric Illuminating Co. 

Nov. 12 it was reported company plans to issue and sell 
$25,000,000 of first mortgage bonds in the Summer of 
1957. Proceeds—To repay bank loans and for construc- 
tion program. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc.; Dil- 
lon, Read & Co. Inc.; Blair & Co. Inc.. and Baxter, Wil- 
liams & Co. (jointly); Glore, Forgan & Co.; White, 
Weld & Co. 


Coastal Transmission Corp. 

July 1 it was reported the company plans to offer pub- 
licly about 191,000 units of securities for about $20,000,- 
000 (each unit expected to consist of a $25 debenture or 
$35 interim note and five shares of $1 par common 
stock). Proceeds—-Together with other funds, for con- 
struction program. Underwriters—Lehman Brothers and 
Allen & Co., both of New York. 


Columbia Gas System, Inc. (10/3) 

June 6, company announced that it plans the issuance 
and sale of $25,000,000 debentures later in 1957. Pro- 
ceeds—To help finance 1957 construction program, which 
is expected to cost approximately $84,000,000. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Inc.; Morgan Stanley 
& Co.; Merrill Lynch, Pierce, Fenner & Beane and 
White, Weld & Co. (jointly). Bids—Expected to be re- 
ceived on Oct. 3. 


Columbus & Southern Ohio Electric Co. 
July 22 company announced it is planning to sell publicly 
in October an issue of $8,000,000 par amount of cumula- 
tive preferred stock. Price—To be determined later. 
Proceeds—To reduce short term bank loans. Under- 
writer—Dillon, Read & Co. Inc., New York. 


Commerce Oil Refining Co. 
June 10 it was reported this company plans to raise 
about $64,000,000 to finance construction on a proposed 
refinery and for other corporate purposes. The major 
portion will consist of first mortgage bonds which would 
be placed privately, and the remainder will include de- 
bentures and common stock (attached or in units). Un- 
derwriter—Lehman Brothers, New York. 

Commonwealth Edison Co. (10/8) 
June 25 company stated that it plans to offer $25,000,000 
to $50,000,000 of new securities (kind not yet deter- 
mined). Proceeds — For construction program. Under- 
writer—(1) For any preferred stock, may be The First 
Boston Corp. and Glore, Forgan & Co. (jointly). (2) 
For any bonds, to be determined by competitive bididng 
Probably bidders: Halsey, Stuart & Co. Inc.; The First 
30oston Corp.; Glore, Forgan & Co. Bids — Expected to 
be received on Oct. 8. 

Connecticut Light & Power Co. 
Feb. 18, it was reported company plans to sell not less 
than $20,000,000 of first mortgage bonds, possibly this 
Fall, depending upon market conditions. Proceeds—Fo1 
construction program. Underwriter — Putnam & Co. 
Hartford, Conn.; Chas. W. Scranton & Co., New Haven, 
Cona.; and Estabrook & Co., Boston, Mass. 
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Consolidated Edison Co. of New York, Inc. 4 
(10/22) 

Charles B. Delafield, Financial Vice-President, on July 8 
announced that the company has tentatively decided to 
issue and sell $50,000,000 of first and refunding mortgage 
bonds (probably with a 30-year maturity). This may 
be increased to $60,000,000, depending upon market con- 
ditions. Proceeds—From this issue and bank loans, to 
pay part of the cost of the company’s 1957 construction 
program which is expected to total about $146,000,000. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Morgan 
Stanley & Co.; The First Boston Corp. Bids—Tentatively 
scheduled to be received up to 11 a.m. (EDT) on Oct. 22. 


® Consolidated Natural Gas Co. (9/17) 

July 22 it was announced company plans to issue and sell 
$30,000,000 debentures due 1982. Underwriter—To be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; White, Weld & Co. and Paine, 
Webber, Jackson and Curtis (jointly); Morgan, Stanley 
& Co. and the First Boston Corp. (jointly. Bids—Ex- 
pected to be received up to 11:30 a.m. (EDT) on Sept. 17. 


® Consumer Power Co. (9/23) 

July 9 it was announced company plans to issue and sell 
$35,000,000 of first mortgage bonds due 1987. Proceeds 
—To repay bank loans and for construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and Shields & Co. (jointly); Morgan Stanley & 
Co.; The First Boston Corp. and Harriman Ripley & Co. 
Inc. (jointly). Bids—Expected to be received up to 11:30 
a.m. (EDT) on Sept. 23. 


Consumers Power Co. (10/16) 
July 9 it was announced that the company plans, in addi- 
tion to the bond financing, to offer to its common stock 
holders the right to subscribe for $35,156,760 convertible 
debentures maturing not earlier than Sept. 1, 1972, on 
the basis of $100 of debentures for each 25 shares of 
stock held. Proceeds—For construction program. Un- 
derwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; White, Weld 
& Co. and Shields & Co (jointly); Morgan Stanley & 
Co.; The First Boston Corp. and Harriman Ripley & Co. 
Inc. (jointly); Ladenburg, Thalman & Co. Bids—Expect- 
ed to be received up to noon (EDT) on Oct. 16. 

Cook Electric Co. 
July 15 it was reported that company is planning some 
equity financing. Underwriter—Probably Blunt Ellis & 
Simmons, Chicago, Il. 

Detroit Edison Co. 
June 27 company announced Michigan P. U. Commission 
has authorized issue and sale of $70,000,000 general and 
refunding mortgage bonds, series P, due 1987. Proceeds 
—To repay bank loans and for construction program. 
Underwriter — If determined by competitive bidding, 
probable bidders may be The First Boston Corp. and 
Halsey, Stuart & Co. Inc. (jointly); Coffin & Burr, Inc., 
and Spencer Trask & Co. (jointly). Offering—Expected 
in August. 

Duke Power Co. (9/10) 
April 22 it was reported company plans to issue and sel] 
$50,000,000 of first refunding mortgage bonds. Proceeds 
—To repay bank loans and for new construction. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Halsey, Stuart & Co. Ine.; The First Bos- 
ton Corp.; Morgan Stanley & Co.; Stone & Webster 
Securities Corp. Bids—Tentatively scheduled to be re- 
ceived on Sept. 10. 


Eastern Gas & Fuel Associates 
April 3 it was announced company may need additional] 
capital of between $25,000,000 and $35,000,000 during the 
next two years. Underwriter—For any bonds to be de- 
termined by competitive bidding. Probable bidders: 
Halsey, Stuart & Co. Inc.; Blyth & Co., Inc.; White, Weld 
& Co., and Kidder, Peabody & Co. (jointly). 


Eastern Utilities Associates 

April 15 it was announced company proposes to issue 
and sell $3,750,000 of 25-year collateral trust bonds. 
Proceeds — For advances to Blackstone Valley Gas & 
Electric Co., a subsidiary. Underwriter—To be deter- 
mined by competitive bidding. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Kidder, Peabody & Co.; Blyth 
& Co., Inc.; White, Weld & Co.; Stone & Webster Se- 
curities Corp. and Estabrook & Co. (jointly). 


El Paso Natural Gas Co. (8/27) 

July 17 directors authorized filing early in August of 
a registration statement with the SEC covering the pro- 
posed issue and sale of $60,000,000 convertible deben- 
tures and $10,000,000 first preferred stock. It is planned 
to offer the debentures for subscription by common and 
common B stockholders of record Aug. 26, 1957. Price— 
To be determined later. Proceeds—Together with funds 
from private sale of $60,000,000 first mortgage pipe line 
bonds. for current expansion program. Underwriter— 
White, Weld & Co., New York. 

Employers Group Associates 
July 1 it was announced company plans to file a regis- 
tration statement with the SEC covering the proposed 
issuance and sale of up to 88,761 additional shares of 
capital stock to be offered for subscription by stock- 
holders on the basis of one new share for each four 
shares held. Price—To be supplied by amendment. Pre- 
ceeds—For working capital and general corporate pur- 
poses. Underwriter—Morgan Stanley & Co., New York. 
Offering—Expected in late August or early September, 

General Telephone Co. of California 
July 10 it was announced that the company has been 
granted authority by the California P. U. Commission to 
issue and sell 500,000 shares of 5% cumulative preferred 
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stock (par $20). Proceeds — For construction program. 
Underwriters—Paine, Webber, Jackson & Curtis, Boston, 
Mass.; and Mitchum, Jones & Templeton, Los Angeles, 
Calif. 


General Tire & Rubber Co. 

May 10 it was announced that this company is consider- 
ing an issue of $15,000,000 to $20,000,000 convertible sub- 
wrdinated debentures (with stock purchase warrants at- 
fached) which may first be offered for subscription by 
‘ommon stockholders. Proceeds—For working capital. 
Underwriter—Kidder, Peabody & Co., New York. Offer- 
ing—Expected in the next few months. 


Goodman Manufacturing Co., Chicago, Ill. 
June 21 it was announced company plans to issue and 
sell 150,000 shares of capital stock (par $16.66%;), fol- 
lowing approval on Aug. 5 of 3-for-1 split up of present 
$50 par stock. Proceeds—For general corporate purposes. 


Gulf Interstate Gas Co. 
May 3 it was announced company plans to issue some 
additional first mortgage bonds, the amount of which has 
10t yet been determined. Proceeds — For construction 
program. Underwriters—Carl M. Loeb, Rhoades & Co. 
and Merrill Lynch, Pierce, Fenner & Beane. 


Gulf States Utilities Co. 

March 4 it was reported company plans to issue and 
eell $16,000,000 first mortgage bonds in November. Pro- 
ceeds—To repay bank loans and tor construction pro- 
gram. Underwriter—To be deterinined by competitive 
bidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
Merrill Lynch, Pierce, Fenner and Beane and White, 
Weld & Co. (jointly); Salomon Bros. & Hutzler and 
Eastman Dillon, Union Securities & Co. (jointly); Kuhn, 
Loeb & Co. and A. C. Allyn & Co. Inc. (jointly); Stone 
& Webster Securities Corp.; Lee Higginson Corp. 


Gulf States Utilities Co. 

April 8 it was reported company tentatively plans to 
assue and sell some preferred stock this year. Preceeds 
—To finance construction program. Underwriter—To 
be determined by competitive bidding. Probable bid- 
ders: Stone & Webster Securities Corp.; Lehman Bro- 
thers and Equitable Securities Corp. (jointly); Lee Hig- 
@inson Corp. and Carl M. Loeb, Rhoades & Co. (jointly); 
Kuhn, Loeb & Co.; Glore, Forgan & Co. and W. C. Lang- 
ley & Co. (jointly). 


Hathaway (C. F.) Co., Waterville, Me. 
June 24 it was announced company plans soon to offer 
to its common stockholders some additional common 
stock. Underwriter—Probably H. M. Payson & Co., Port- 
land, Me. 


Houston Lighting & Power Co. 

Feb. 13 it was reported company may offer late this 
Fall approximately $25,000,000 first mortgage bonds, but 
exact amount, timing, etc. has not yet been determined 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Equitable 
Securities Corp.; Lehman Brothers, Eastman Dillon, 
Union Securities & Co. and Salomon Bros. & Hutzler 
(jointly); Lazard Freres & Co. and Blyth & Co., ine. 
(jointly); Kidder, Peabody & Co. 


idaho Power Co. 

May 16 it was reported company plans to issue and sell 
around 200,000 to 225,000 shares of common stock in the 
Fall in addition to between $10,000,000 to $15,000,000 
first mortgage bonds after Nov. 1. Underwriter—To be 
determined hy competitive bidding. probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.; Salomon Bros. 
& Hutzler and Eastman Dillon, Union Securities & Co. 
(jointly); Blyth & Co. Inc., Lazard Freres & Co. and 
The First Boston Corp. (jointly); Kidder, Peabody & 
Co. and White, Weld & Co. (jointly); Equitable Securi- 
ties Corp. (2) For stock—Kidder, Peabody & Co.; Blyth 
& Co., Inc., and Lazard Freres & Co. (jointly). 


indiana & Michigan Electric Co. (10/15) 
May 20 it was reported company plans to issue and sell 
$20,000,000 of first mortgage bonds due 1987. Proceeds 
-—For reduction of bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co. 
inc.; Harriman Ripley & Co. Inc.; The First Boston 
Corp.; Eastman Dillon, Union Securities & Co. Bids— 
Tentatively expected to be received up to 11 a.m. (EST) 
on Oct, 15. 

Jefferson Lake Sulphur Co. 
Dec. 27, 1956, Eugene H. Walte, Jr., announced company 
plans in the near future to sell an issue of convertible 
debentures. Proceeds—For expansion program. 

Long Island Lighting Co. 
April 16 it was announced company plans to sell later 
this year $40,000,000 of rist mortgage bonds, series J. 
Proceeds—To refund $12,000,000 of series C bonds due 
Jan. 1, 1958 and for construction program. Underwriter 

-To be determined by competitive bidding. Probable 

bidders: Halsey, Stuart & Co. Inc.: The First Boston 
Corp. and Blyth & Co. Inc. (jointly); W. C. Langley & 
Co. and Smith, Barney & Co, (jointly) 

Louisville Gas & Eiectric Co. (9/4) 
May 14 it was reported company plans to issue and sell 
$15,000,000 of first mortgage bonds. Proceeds—To repay 
bank loans and for construction program. Underwriter— 
To be determined by competitive bidding. Probable bid- 
ders: Halsey, Stuart & Co. Inc.:;: Kuhn, Loeb & Co. and 
American Securities Corp. (jointly): Kidder, Peabody & 
Co. and Goldman, Sachs & Co. (jointly): Harriman Rip- 
ley & Co. Inc.; Lehman Brothers and Blyth & Co.. Inc. 
(jointly); The First Boston Corp.: Eastman Dillon, Union 
Securities & Co. and White, Weld & Co. (jointly). Bids 
-——Tentatively scheduled to be received on Sept. 4. 
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Louisville & Nashville RR. 
Bids are expected to be received by the company some 
time in the Fall for the purchase from it of $14,400,000 
of equipment trust certificates. Probable bidders: Hal- 
sey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 


Mangel Stores Corp. 
June 1Y it was reported early registration statement is 
expected of an issue cf $3,000,000 of convertible de- 
bentures due 1972. Underwriter—Lee Higginson Corp., 
New York. 


Middle South Utilities, Inc. 

May 8 it was announced company may consider an offer- 
ing of new common stock within the next year or so. 
Proceeds—About $19,000,000, for investment in common 
stocks of the System operating companies during the 
three-year period 1957, 1958 and 1959. Underwriter— 
Previous stock offering was to stockholders, without 
underwriting, with oversubscripiion privileges. 


Molybdenum Corp. of America 

July 16 it was announced company plans to offer its 
common stockholders the right to subscribe for about 
196,851 additional shares of common stock (par $1), plus 
warrants to purchase an additional 196,581 shares, on the 
basis of one new common share and one warrant for 
each seven shares presently held. The holders of record 
date will be the fifth day following the effective date 
of registration with the SEC. Proceeds—For expansion 
program. Office—Grant Bldg., Pittsburgh, Pa. Under- 
writer—None. 


Montana Power Co. 
May 20 it was reported company may issue and sell in 
the fall about $20,000,000 of debt securities. Proceeds— 
For construction program and to reduce bank loans. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; Eastman 
Dillon, Union Securities & Co.; White, Weld & Co.; Kid- 
der, Peabody & Co.; Smith, Barney & Co., and Blyth & 
Co., Inc. (jointly); Merrill Lynch, Pierce, Fenner & 
Beane and Stone & Webster Securities Corp. (jointly). 


New England Electric System 

May 23 it was announced SEC has approved the merger 
of the five following subsidiaries: Essex County Electric 
Co.; Lowell Electric Light Corp.; Lawrence Electric Co.; 
Haverhill Electric Co. and Amesbury Electric Light Co., 
into one company. This would be followed by a $20,- 
000,000 first mortgage bond issue by the resultant com- 
pany, to be known as Marrimack-Essex Electric Co. 
Underwriter—May be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; Kuhn. 
Loeb & Company; Salomon Bros. & Hutzler; Eastman 
Dillon, Union Securities & Co., and Wood, Struthers & 
Co. (jointly); Lehman Brothers; The First Boston Corp.; 
Equitable Securities Corp.; Merrill Lynch, Pierce, Fen- 
ner & Beane; Kidder, Peabody & Co., and White, Welc 
& Co. (jointly). Offering—Expected in first half of 
1957. 


New Jersey Bell Telephone Co. (9/11) 

May 1 it was announced company plans to issue and sel) 
$30,000,000 of debentures. Proceeds—Togcther with pro- 
ceeds from sale of 900,000 shares of common stock (par 
$100) to parent, American Telephone & Telegraph Co., 
will be used to pay for expansion program. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. Inc.; Kuhn, Loeb & Co.; 
Morgan Stanley & Co.; Shields & Co.; White, Weld & 
Co.; The First Boston Corp. Bids—Tentatively expected 
to be received on Sept. 11. 


New Jersey Power & Light Co. 
Sept. 12, 1956, it was announced company plans to issue, 
and sell $5,000,000 of first mortgage bonds. Underwriter— 
To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co.; Kuhn, Loeb & Co., Leh- 
man Brothers and Salomon Bros. & Hutzler (jointly); 
Eastman Dillon, Union Securities & Co. and White, Weld 
& Co. (jointly); Equitable Securities Corp.; The First 
Boston Corp.; Merrill Lynch, Pierce, Fenner & Beane, 
Niagara Mohawk Power Corp. 
April 22 it was reported company tentatively plans to 
issue and sell this fall about $40,000,000 of bonds. Un- 
derwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp.; Morgan Stanley & Co.; Kuhn, Loeb & Co, 
and Eastman Dillon, Union Securities & Co. (jointly). 
Norfolk & Western Ry. (9/18) 
Bids are expected to be received by the company up to 
noon (EDT) on Sept. 18 for the purchase from it of 
$4,260,000 equipment trust certificates. Probable bid- 
ders: Halsey, Stuart & Co. Inc.; Salomon Bros. & Hutzler. 
® Northern Iilinois Gas Co. (9 25) 
July 1 this company announced that it is planning to 
raise between $8,000,000 and $10,000,000 early this fall. 
No decision has been made as to the form of the pro- 
posed financing, but no consideration is being given to 
sale of common stock or securities convertible into com- 
mon stock. Proceeds—For construction program. Under- 
writer—For any bonds, to be determined by competitive 
hidding. Probable bidders: Halsey, Stuart & Co. Inc.; 
The First Boston Corp.; Glore, Forgan & Co.: Blyth & 
Co., Inc. Bids—Expected to be d 
Ohio Power Co. (11/19) 
May 15 it was reported that this company now plans to 


received on Sept 


issue and sell $28,000,000 of first mortgage bonds and 
70,000 shares of $100 par value preferred stock. Pro- 
ceeds—To repay bank loans. Underwriter—To be de- 


termined by competitive bidding. Probable bidders: 
(1) For bonds—Halsey, Stuart & Co. Inc.: The First Bos- 
ton Corp.; Blyth & Co., Inc.; Eastman Dillon, Union Se- 
curities & Co. and Salomon Bros. & Hutzler (jointly). 
(2) For preferred stock—Eastman Dillon, Union Securi- 
ties & Co. and Salomon Bros. & Hutzler (jointly); Harri- 


man Ripley & Co. Inc. and Stone & Webster Securities 
Corp. (jointly); The First Boston Corp.; Blyth & Co., 
Inc.; Kuhn, Loeb & Co.; Lehman Brothers. Bids—Ex- 
pected to be received up to 1i a.m. (EST) on Nov. 19. 


Pacific Power & Light Co. (9 18) 

July 19 it was reported that company plans to issue and 
sell $20,000,000 of first mortgage bonds due 1987. Pro- 
ceeds—To repay bank loans and for construction pro- 
gram. Underwriter—To be determined by competitive 
bidding. Probabie bidders: Halsey, Stuart & Co. Inc.; 
Eastman Dillon, Union Securities & Co. and Kidder, Pea- 
body & Co. (jointly); Lehman Brothers and Bear, 
Stearns & Co. (joinily): Biyth & Cu., Inc. and White, 
Weld & Co. (jointly). Bids—Tentatively expected to 
be received on Sept. 18. 


Pennsylvania Electric Co. 
Sept. 12, 1956 it was announced company plans to Issue 
and sell $6.000.000 of first mortgage bonds. Underwriter 
—To be determined by competitive bidding. Probable 
bidders: Halsey, Stuart & Co. inc.; Merrill Lynch, Pierce, 
Fenner & Beane, Eastman Dillon, Union Securities & 
Co, and White, Weld & Co. (jointiy): Equitable Securi- 
ties Corp.; The First Boston Corp.; Harriman Ripley & 
Co. Inc.: Kuhn, Loeb & Co. 


Permian Basin Pipe Line Co. 

May 20 it was announced company, a subsidiary of 
Northern Natural Gas Co., may issue about $25,300,000 
of new securities, in the following form: $15,000,000 of 
mortgage bonds, $3,700,000 of preferred stock and $6,- 
600,000 of common stock. Proceeds—To repay advances 
of $9,300,000 from parent, and the remaining $16,000,000 
for new construction. Underwriter — Glore, Forgan & 
Co., New York. 


Philadelphia Electric Co. (9 12) 
July 22 it was announced company plans sale of $40,000,- 
000 additional bonds to mature in 1987. Proceeds—For 
construction program. Underwriter—To be determined 
by competitive bidding. Probable bidders: Halsey, Stuart 
& Co. Inc.; White, Weld & Co.: The First Boston Corp.; 
Morgan Stanley & Co. and Drexel & Co. (jointly). Bids 
—Expected to be received on Sept. 12. 


® Public Service Co. of Indiana, Inc. (10/9) 

July 29 it was announced that it is expected that a new 
series of $30,000,000 first mortgage bonds will be issued 
and sold by the coinpany. Proceeds—To repay bank loans 
(amounting to $25,000,000 at Dec. 31, 1956) and for new 
construction. Underwriter—To be determined by com- 
petitive bidding. Probable bidders: Halsey, Stuart & Co. 
Inc.; Blyth & Co., Inc.; The First Boston Corp.: Harri- 
man Ripley & Co. Inc.; Glore, Forgan & Co.; Kuhn, Loeb 
& Co., Salomon Bros. & Hutzler and Eastman Dillon, 
Union Securities & Co. (jointly). Bids—Expected to be 
received on Oct. 9. 


® Public Service Electric & Gas Co. (8 28) 

July 19 it was reported company plans to issue and sell 
$60,000,000 of first and refunding mortgage bonds due 
1987. Proceeds—To repay bank loans and for new con- 
struction. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Co 
Inc.; The First Boston Corp.; Kuhn, Loeb & Co. and 
Lehman Brothers (jointly). Bids—Expected to be re- 
ceived on Aug. 26. 


San Diego Gas & Electric Co. 
April 23, E. D. Sherwin, President, announced that com- 
pany will probably raise about $7,500,000 late this fall 
through the sale of preferred stock. Underwriter—Blyth 
& Co., Inc., San Francisco, Calif. 


Siegler Corp. 
June 25 it was announced company plans to issue and 
sell in September or October of this year a maximum of 
200,000 additional shares of common stock. Underwriter 
—William R. Staats & Co., Los Angeles, Calif. 


South Carolina Electric & Gas Co. 

Jan. 14 it was reported company plans to issue and sel} 
$10,000,000 of first mortgage bonds. Underwriter—To be 
determined by competitive bidding. Probable bidders; 
Halsey, Stuart & Co. Inc.; The First Boston Corp. and 
Lehman Brothers (jointly); Kidder, Peabody & Co.; 
Eastman Dillon, Union Securitics & Co. Bids—Not ex- 
pected to be received until next Fall. 


Southern California Edison Co. (8 27) 
July 23 it was announced company plans to issue and 
sell $40,000,000 of first and refunding mortgage bonds, 
series J, due 1982. Proceeds—For construction program. 
Underwriter—To be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inc.; The First 
Boston Corp. and Dean Witter & Co. (jointly); Blyth & 
Co., Inc.;: Kuhn, Loeb & Co. Bids—Expected to be re- 
ceived on Aug. 27. 

Southern Union Gas Co. 
May 16 it was reported company plans to issue and sel} 
about $10,000,000 of debentures this summer. Proceeds— 
For construction program. Underwriter—May be Blair 
& Co. Incorporated, New York. 

Southwestern Bell Telephone Co. 
May 24 directors approved the 


(10.1) 
issuance of $100.000.000 


new debentures. Proceeds — For expansion program, 
Underwriter—To be determined by competitive bid- 
ding. Probable bidders: Halsey, Stuart & Co. Inc.; 


Morgan Stanley & Co. 
be received on Oct. 1. 


* Supericr Tool & Die Co. 


Bids — 


Tentatively expected te 


July 26 it was announced company plans to issue and 
sell 150.000 shares of 70-cent cumulative convertible 
preferred stock (par $10). Price—Expected to be be- 


tween $11.12!» and $11.50 per share, depending upon mar- 
ket conditions. Proeeeds—To discharge a note of $1,160,- 
500 held by City Industrial Co. in conrection with ac- 
quisition of Bethlehem Foundry & Machine Cc. common 








stock and for working capital and general corporate pur- 
poses. Underwriter—Van Alstyne, Noel & Co., New York. 


Transocean Corp. of California 
May 21 it was announced company plans a public offer- 
ing of securities to provide about $6,700,000 of new 
working capital. 


Utah Power & Light Co. (9/24) 
March 12 it was announced company plans to issue and 
sell about $15,000,000 of first mortgage bonds due 1987. 
Proceeds — To repay bank loans and for construction 
program. Underwriter—To be determined by competi- 
tive bidding. Probable bidders: Halsey, Stuart & Cc 
Inc.; The First Boston Corp. and Blyth & Co., Inc 
(jointly); Salomon Bros. & Hutzler; Eastman Dillon, 
Union Securities & Co. and Smith, Barney & Co. (joint- 
ly); Lehman Brothers and Bear, Stearns & Co. (jointly); 
White, Weld & Co. and Stone & Webster Securities Corp 
(jointly); Kidder, Peabody & Co. Bids — Tentatively 
scheduled to be received on Sept. 24. 


Utah Power & Light Co. (9/24) 
March 12 it was also announced company plans to offer 
to the public 400,000 shares of common stock. Under- 
writer—To be determined by competitive bidding. Prob- 
able bidders: Kidder, Peabody & Co. and Merrill Lynch, 
Pierce, Fenner & Beane (jointly); Eastman Dillon, 
Union Securities & Co. and Smith, Barney & Co, (joint- 
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manding ever mounting yields on 


ly); Lehman Brothers; Blyth & Co., Inc. Bids—Tenta- 
tively scheduled to be received on Sept. 24. 


Valley Gas Co. 

April 15 it was announced company, a subsidiary of 
Blackstone Valley Gas & Electric Co., plans to issue. 
within one year, $4,000,000 of bonds, $1,100,000 of notes 
and $900,000 of preferred stock to its parent in ex- 
change for $6,000,000 of notes to be issued in exchange 
for certain assets of Blackstone. The latter, in turn, 
proposes to dispose by negotiated sale the first three 
new securities mentioned in this paragraph. 

April 15 it was also announced Blackstone plans to offer 
to its common stockholders (other than Eastern Utilities 
Associates its parent) and to common stockholders oi 
the latter the $2,500,000 of common stock of Valley 
Gas Co., it is to receive as part payment of certair 
Blackstone properties. Dealer-Manager—May be Kidder 
Peabody & Co., New York. 


Virginia Electric & Power Co. (12/3) 
March 8 it was announced company plans to sell $20,- 
000,000 of first mortgage bonds. Probable bidders for 
bonds may include: Halsey, Stuart & Co. Inc.; Kuhn 
Loeb & Co. and American Securities Corp. (jointly); 
Salomon Bros. & Hutzler; Eastman Dillon, Union Secu- 
rities & Co.; Stone & Webster Securities Corp.; White 
Weld & Co. Bids—Expected to be received on Dec. 3 





of preferred stock of the Indi- mining 


issues 





(517) 45 





* Westcoast Transmission Co., Ltd. 
July 25 it was announced company plans to issue and 
sell $25,000,000 of convertible subordinated debentures. 
Proceeds — For construction program. Underwriter — 
Eastman Dillon, Union Securities & Co., New York. 
Offering—Expected late in August. 
‘i bey ran Public Service Co. 

ay it was announced company plans to issue 
sell about $7,000,000 of first ierkenes bonds and — 
$5,000,000 common stock. Proceeds — For construction 
program and to repay bank loans. Underwriters — (1) 
For bonds, to be determined by competitive bidding. 
Probable bidders: Halsey, Stuart & Co. Inec.; Kidder 
Peabody & Co.; The First Boston Corp.; Merrill Lynch, 
Pierce, Fenner & Beane; Salomon Bros. & Hutzler and 
Eastman Dillon, Union Securities & Co. (jointly); Dean 
Witter & Co.; Lehman Brothers; White, Weld & Co, (2) 
For any common stock (first to stockholders on a 1-for- 
10 basis): The First Boston Corp., Merrill Lynch, Pierce 
Fenner & Beane, Robert W. Baird & Co. and William 
Blair & Co. (jointly). Registration—Of bonds in Sep- 
tember; and of stock in August. 


. ge yep ae Southern Gas Co., Inc. 
uly it was reported company plans to offer 

$300,000 of additional common stock to its shockhunhean. 
Underwriter—The Milwaukee Co., Milwaukee, Wis. 


included in the 


Our 


Reporter’s 


Report 























The corporate new issue market 
appears to have moved just about 
to the bottom of the midsummer 
trough which develops along 
about this time every year. The 


current week brought only a 
smattering of offerings and the 


period ahead promises little more, 
if as much. 

But investment bankers and 
their distributing organizations 
will not be keenly disappointed 
since the current lull has been in- 
dicated for a considerable time if 
one glanced at the forward 
calendar. 

The major consideration at the 
moment is that the secondary 
market seems to be developing 
along lines that should act as a 
satisfactory backdrop for the large 
outpouring of corporate debt se- 
curities which appears to be ahead 
for the post-Labor Day period. 

The calendar has been building 
up and indications are that pro- 
spective new offerings will con- 
tinue to go inte registration in the 
weeks ahead. Industry does 


sharply in its contemplated ex- 
penditures for new plant 


some levelling out. 


new offerings, the tendency had 
been to set back offerings in the 
hope of profiting by a change in 
the market picture. 


Big Convertible Due 

With only two or three cor- 
porate offerings in prospect next 
week, the largest piece of busi- 
ness in sight is the projected 
offering by J. Ray McDermott & 
Co., Inc., of $20,292,000 of con- 
vertible debentures. 

Books are due to open Tuesday 
for holders of record at the close 
of business that day. Rights will 
expire Aug. 20 and the oifering is 
being underwritten. 

The following day will bring 
public oifering, via the negotiated 
route, of an issue of $6 million 


anapolis Power & Light Co. 


Away From New York 

People outside New York are 
reportedly looking upon present 
conditions in the fixed term se- 
curities market as an unusual op- 
portunity. This is the view of a 
bond man just back from a swing 
around the eastern half of the 
country. 

He found real interest in the 
bond market in these areas, with 
the current trend away from 
equities, at least for the moment, 
and toward debt securities of cor- 
porations. 

Meanwhile, it was reported that 
pre-otfering inquiry for the Asso- 
ciates Investment Co.’s new de- 
bentures appeared brisk. 


Underwriting Costs Analyzed by SEC 


Securities and Exchange Commission study permits compari- 
sons of flotation costs of registered, privately placed, and 
other exempt corporate security issues. Costs are found’ to 
continue past differential pattern of lower costs for debt and 
preferred stocks as against higher common stock costs. Latter 
is not helped by heavier composition of small issues and com- 
panies in the manufacturing and mining category. 


not 
show any signs of tapering off 


and 
equipment, though there has been 


A survey of the cost of flotation 
has just been released of securi- 
ties offered during the years 1951, 
1953 and 1955 has just been re- 
leased by the Securities and 
Exchange Commission. The 
study covers registered issues of- 
fered through investment bankers 
during the period, as well as pri- 
vately-placed issues, and other 
exempt corporate offerings. Cost 
data are classified according to 


lic by investment bankers, costs 
for mining company issues ranged 


from 15.6% for the largest-size 
group to 33.4% for the smallest- 
sized issues. Costs for manutfac- 


turing companies were about half 
as much, and for electric, gas and 
water companies, about one-third 
as much. Over three-fourths of 
the common stock issues included 
in the survey were under $5 mil- 
lion in size. 


present survey. 


Private Placements 


As explained in the report, total 
costs of issuing private placements 
are not comparable to total costs 
of registered issues because cer- 
tain services and costs are not 
present. The services of invest- 
ment bankers were used in only 
half of all private placements of 
debt issues. Agents’ services were 
employed more frequently in 
large, than in small, issues and 
fees for such services ranged from 
0.2% of gross proceeds for largest 
issues to 1.9% for smallest issues, 
with the median fee at 0.8%. 
Rates of compensation were low- 
er for large companies and were 
lower for electric, gas and water 
companies than other companies. 
Other expenses averaged 0.4%; 
such expenses were higher for 
ulility issues than issues of other 
firms, in contrast to lower rates 


of compensation in the utilities 
group. 
In the case of equity issues 


placed privately, which comprised 
approximately 3.5% of all direct 
placements, agents were used 
more frequently than in debt is- 
sues, and the cost of flotation was 
higher. Compensation averaged 


overall averages are presented in 
the survey, the detailed tables ac- 
companying the report should be 
consulted for comparing costs of 
specific issues, 





Footnote: The full report, entitled 
“Cost of Flotation of Corporate Se- 
curities, 1951, 1953 and 1955,” is 
available from the Superintendent 
of Documents, U. S. Government 
Printing Office, Washington 25, 
D. C.—price 45 cents. 


Keizer Adds to Staff 
(Special to Tin Financia, CHRONICLE) 
BOSTON, Mass. — Lewis T. 
Thornburn has been added to the 
staff of Keizer & Co., Ine., 19 
Congress Street. Mr. Thornburn 
was formerly with Preston, Moss 
& Co. and Chace, Whiteside, West 
& Winslow. 


Joins Jesse Wood 
(Special to Tur Financiat CHRONICLE) 
WARRINGTON, Fla.—B. A. M. 
McConnell has joined the staff of 
Jesse Wood, Jr., 542 South Bar- 
rancas Avenue. 


Joins Hornblower & Weeks 
(Special to Tew Financia, CHRONICLE) 
CHICAGO, Ill.—Hugh R. Beath 
has become connected with Horn- 
blower & Weeks, 134 South La 


1% and other expenses 0.35%. 

As compared with the years 
1947-1949-1950, the previous pe- 
riod for which figures on costs of 
selling private placements are 
available, there was no significant 
change in compensation rates, but 
other expenses were slightly 
higher. 

The report also points out that 
the present analysis of cost data, 
as well as past studies, shows that 


Salle Street. 


With Leason Co. 


(Special to Tue Financia, CHRONICLE) 
CHICAGO, I1l.—Robert T. Bolin 
has become connected with Leason ¢ 

& Co., Inc., 39 South La Salle St. 


With Eldredge, Tallman 


(Special to Tue Financia CHRONICLE) 
















And while ‘this expansion holds 
its current pace, corporations must 
come into the market for funds, 
especially those which are regu- 
lated and, unlike some of their 
counterparts, cannot raise the 


curity, 


According to 


size of issue, size of company, in- 
dustry of issuer, and type of se- 
and comparative 
for earlier years are presented. 
the 


traditional pattern of lower costs 


The tendency toward higher 
costs for common stock issues was 
evident regardless of industry or 
size of issuer or size of the flota- 
tion. In comparing costs in aggre- 


costs of flotation vary because ol 
type of security, size of offering, 
and size and industry of the is- 
suer. For this reason, although 


CHICAGO, Ill.—Harold Feffer- 
man has become affiliated with 
Eldredge, Tallman & Co. 231 
South La Salle Street. 


bulk of such needs internally, that 
is from earnings. 

Pending the Fall revival, how- 
ever, underwriters will enjoy the 


for debt and preferred stock is- 
sues, as compared with common 
stock financing, continued in the 


gate, however, the extent of the 
difference was emphasized be- 
cause the debt and preferred stock 
financing was comprised to a 


But Why Go Begging 





opportunity of clearing away such 
bits and pieces as remain around 
from recent offerings. And in the 
tax-exempt field, the backlog ap- 


pears considerable. 


Stepping Up the Date 
Presumably with a view 


has decided to step up its 


first mortgage bonds. 


The company originally had set 
Oct. 21 as the date for the opening 
of bids for the bonds. But it has 


now been decided to bring the “‘ : ; 

‘ electric, gas and water companies 

issue to market almost a full and highest for mining firms. 

month ahead of that date, or on Costs averaged considerably less 

Sept. 23. than 1.5% for companies with 
This is something of a switch @ssets over $100 million in con- 

; trast to 10% for companies with 
on the recent behavior of cor- assets under $5 million. 
porate borrowers. Only a short 


spell back, with the investor de- 


to 
avoiding any probable congestion 
at the time, Consumers Power Co. 
pro- 
jected offering of $35 million of 


period of the survey. Higher total 
costs for common stock primarily 
reflect higher compensation rates 
usually paid for common stocks, 
as compared with preferred stock 
and debt issues. For registered 
issues, compensation absorbs, on 
the average, 85% of the total cost 
for common stock, 75% for pre- 
ferred, and 55% for debt issues. 


Registered Debt and Equity Issues 

For registered debt issues total 
costs ranged from 1.2% of gross 
proceeds for largest-size issues to 
11.5% for smallest-size flotations. 
Costs were lowest for issues of 


Of the registered common stock 





communication companies and for 


issues offered to the general pub- 


large extent of utility company is- 
sues, and large issues of large 
companies, which generally have 
lower distribution expenses. Al- 
though utility issues also account- 
ed for a substantial dollar amount 
of common stock flotations, manu- 
facturing and mining company 
common stock issues were more 
important in number. As there 
were more small issues and small 


companies in the manufacturing 
and mining company category, 
average cost of common stock 


financing was considerably higher 
than for debt and preferred stock 
financing. 


Except for small issues which 
had higher expenses, costs of reg- 
istered issues sold through invest- 
ment bankers to the general pub- 
lic did not change significantly as 
between the years 1945-1949 (the 
last period studied) and 1951, 1953 
and 1955. Higher costs for small 
common stock issues were attri- 
buted to the larger number 


of 





















To Washington? 


“We need a program that would put a prepared 
teacher in every classroom. Any child who does not 
have a good teacher is being short-changed as to his 
right to an education. Yet we have allowed 
teachers’ salaries to play tag with the average wage 
paid workers in general during the past 10 years. 
There is no teacher shortage today which an 
adequate level of teacher compensation would not 
correct in a few years. 

“That we have plenty of economic capacity to 
finance schools adequately is generally recognized 
by economists.”—Prof. John K. Norton, Teachers 
College, Columbia University. 


We are prepared to go further and to say that 
there is no state in the union which is not finan- 
cially able to provide ample educational facilities 
for its children. 

Why then bring the Federal Government inte a 
situation far better left to local direction? 
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Investment Opportunities in Latin America 


Many opportunities in Latin America are found to be still 


open for American investors according to a recent study by 
the United States Inter-American Council which reports invest- 
ments at an all-time high. The Council avers private enter- 
prise is superior to government planning and operation, and 
that it asks for no unfair advantage but seeks only the oppor- 
tunity to produce mutual benefit for its shareholders and for 
the people of the host country. Warns that an attractive, 


conducive economic atmosphere 


is predicated on fair and non- 


discriminatory treatment. 


Direct investment of United 
States business in Latin America 
is today at an all-time high—#in 
excess of $7 billion—according to 
a study released by the United 
States Inter-American Council 
concurrent with opening of the 
VIII Plenary Meeting of its par- 
ent today, the Inter-American 
Council of Commerce and Pro- 
duction held in Buenos Aijres, 
Argentina, July 15 through 19. 

This amount is more than 
double the total of all loans and 
credits received from all foreign 
governmental and _ intergovern- 
mental credit institutions, accord- 
ing to the Council, and points up 

ma trend which has witnessed in- 
crease in value of these invest- 
ments over the past decade from 
about $3 billion in 1946 to over 
$7 billion at the end of 1956. Late 
indications, the Council adds, are 
that this trend of investment and 
reinvestment is continuing at a 
record pace. 

Despite this tremendous __in- 
crease in investment activity, the 
Council says countless opportuni- 
ties for productive investment are 
still to be found throughout Latin 
America and await only the en- 
couragement of friendly govern- 
ments and the initiative of alert 
private business management for 
their speedy development. 

The Council’s study is based in 
large part on a recent analysis by 
the United States Department of 
Commerce on “The Role of United 
States Investments in the Latin 
American Economy.” This an- 
alysis, based on the year 1955, re- 
capitulates information obtained 
from 300 parent United States 
companies covering nearly 1,000 
subsidiaries and branches in Latin 
America. This group represents 
about 85% of total assets em- 
ployed by United States private 
investors in Latin America. 


Benefits to Latim America 

Total sales of 
for 1955 were 
represented 10% 
ca’s gross domestic product. 
ports by these companies 
counted for 30% of all Latin 
American exports; and foreign 
exchange inflow to Latin Ameri- 
ca from these exports plus capital 
flow from the United States 
totaled $2.3 billion. Foreign ex- 
change used for all purposes by 
the companies totaled only $1.3 
billion. In an age when a favor- 
able trade balance is of such vital 
importance to Latin America, this 
production of foreign exchange 
twice the amount of foreign ex- 
change used is a most significant 
contribution to the Latin Ameri- 
can economy. 

Sales by the United States com- 
panies in local markets of Latin 
America totaled another $2.5 bil- 
lion, and it is fair to assume that 
at least some portion of these 
goods would have had to be im- 
ported, using precious foreign ex- 
change, were it not for the activ- 
ities of the United States com- 
panies. 


these companies 
$4.9 billion, and 
of Latin Ameri- 
Ex- 


aCcC- 


Local Expenditures Raise Living 
Standards 

Local expenditure of over $4 
billion by these companies in 1955 
for wages and salaries to em- 
ployees, taxes and other payments 
to local government, materials 
and supplies, interest and divi- 
dends, and miscellaneous’ pay- 
ments accounted for a consider- 
able portion of the incomes in 
Latin America, according to the 
study. 

Almost $1 billion 
and wages paid to 600,000 Latin 
American employees in 1955 
one of the most important items 
in terms of its impact on the econ- 
omy and the living standards of 


in salaries 


is 


GED Competition On Most Important 
Economic Problems of Next 20 Years 


The Committee for Economic 
Development (CED) has an- 
nounced a competition to find 


what the best informed opinion 
of the Free World regards as “the 
most important economic problem 
to be faced by the United States 
in the next 20 years.” 

Assisted by a grant from The 
Ford Foundation, the CED invited 
papers on the question as part of 
the observance of its 15th Anni- 
versary. 

Fifty prizes of $500 will be 
awarded to authors of papers sub- 
mitted in competition and judged 
by CED’s Research Advisory 
Board, a body comprising some of 
the country’s most distinguished 
social scientists. 

Additional awards of $500 will 
be made without competition to 
each of 50 outstanding scholars 
and leaders in public affairs for 
papers on the same question. 

CED is composed of 150 leading 
businessmen and scholars who, 
working together, conduct re- 
search and formulate policy rec- 
ommendations on major economic 
issues, and promote education on 
the operation of the American 
economy. 

Donald K. David, Chairman of 
CED’s Board of Trustees, ex- 
pressed the hope that the com- 
petition would “contribute to the 


growth and stability of the whole 
Free World by focusing the atten- 
tion and energies of the American 
people upon likely trouble spots 


beyond the immediate horizon.” 


He was pleased, he said, that 
not limited 
to Americans, but “calls as well 
upon the best minds of our friends 


the competition was 


and allies overseas.” 


“Because the economy of 


ening freedom throughout 


concern of thoughtful 
throughout the Free World.” 


“Out of their thinking,” Chair- 
man David asserted, “CED hopes 
to anticipate economic difficulties 
and find means to avert them 
is manage- 


while the situation 


able.” 
Papers suvmittecd in the com- 
petition must not exceed 2,000 


words in length, must be type- 
written in the English language 
on one side of the paper only, and 
mailed before Nov. 1 to Problems 
of U. S. Economic Development, 
Committee for Economic Develop- 
ment, 444 Madison Avenue, New 


York 22, New York. 


CED urged prospective contest- 
ants to write for a copy of rules 


our 
country plays such an important 
role in maintaining and strength- 
the 
world,” he added, “its functioning 
and its future have become the 
citizens 
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Average salary pay- 
ment to this group was $1,600 in 
1955, with variations from indus- 


the people. 


try to industry and country to 
country. 
It should be noted that non 


Americans constitute only 
of the total force em- 


Latin 
about 1!2° 


ployed by these firms. This fact 
reflects direct efforts to utilize 
services and talents of local citi- 


zens, and heavy concentration on 
training programs to help local 
workers assume greater responsi- 
bilities. Countless other examples 
of eftorts by United States com- 
panies to develop the human re- 
sources along with the natural re- 
Latin America could be 


sources ol 
cited. 
For many years, according to 


the Council, these and other per- 
tinent facts relating to the partici- 
pation of foreign capital in vari- 
ous parts of the world’s economy, 
and particularly in Latin America, 
have been scattered and incom- 
plete. This circumstance has in 
many cases given rise to un- 
founded criticisms of free enter- 
prise methods, often linked with 
advocacy of greater reliance on 
government for financing and ad- 
ministration of business activity. 

Countering these views, how- 
ever, the Council asserts: “One of 
the frequent weaknesses of gov- 
ernment financed and adminis- 
tered programs is their lack of 
efficient business management 
with inevitable waste and diver- 
sion of funds to non-productive 
uses. Under private management, 
mistakes in management are re- 
vealed promptly, and the penalty 
is borne directly by the enter- 
prise. Under government plan- 
ning and operation, however, the 
people as a whole would bear the 
penalty.” 

Further, the Council states, 
“Private capital carries with it 
conscientious and industrious fol- 
low-through in management func- 
tions because it must meet the 
continuous and merciless chal- 
lenging forces imposed by the 
free competitive system. Business 
conducted under these conditions 
demands—and receives — devoted 
attention to detail in production 
and marketing by men who stand 
to gain by high efficiency. In 
contrast, capital employed on the 
basis of centralized planning often 
tends to be operated routinely by 
managers with only a passive in- 
terest in efficiency.” 


for the competition before under- 
taking a paper. 

Members of the Research Ad- 
visory Board of the CED’s Re- 
search and Policy Committee, who 
will judge the competition, are: 
Edward S. Mason, Dean of the 
Harvard Graduate School of Pub- 
lic Administration, Chairman: 
Theodore W. Schultz, Economics 
Professor, University of Chicago, 
Vice-Chairman; Richard M. Bis- 
sell, Jr., Washington, D. C., econo- 
mist; Howard R. Bowen, President 
of Grinnell College; Douglass V. 
Brown, Professor of Industrial 
Management, Massachusetts Insti- 
tute of Technology; Rovert D. B. 
Calkins, President of The Brook- 
ings Institution; Solomon. Fabri- 
cant, Director of Research of the 
National Bureau of Economic Ke- 
search, Inc.; R. A. Gordon, Eco- 
nomics Protessor, University of 
California; Don -K. Price, Vice- 
President of The Ford Founda- 
tion; Arthur Smithies, Department 
of Economics of Harvard Univer- 
sity; George J.. Stigler, Political 
Science Faculty, Columbia Uni- 
versity; and Henry Wallich of the 
Yale Economics Department. 


Associate members of the Re- 
search Advisory Board are Roy 
Blough of the Columbia Graduate 
School of Business; Calvin B. 
Hoover, Chairman of the Duke 
University Economics Department; 
Jacob Viner, Economics Professor 
at Princeton; and Ralph A. Young, 
Director, Division of Research and 
Statistics, Board of Governors of 
the Federal Reserve System. 





The Future of Direct Investment 


As to the future of direct in- 
vestment, the Council concludes: 
“The future direct investment 
activity of United States free en- 
terprise will be in direct relation 
to the existence of an economic 
atmosphere which is conducive to 
efficient and profitable business 
operations in Latin America. It 
will be predicated on fair and 
non-discriminatory treatment on 
the part of the governments of the 


host countries. A record of such 
treatment is the best possible 
guarantee that such investments 


will be made. The private United 
States investors represented in the 
United States Inter - American 
Council fully realize that they, in 
turn, must be prepared to accept 
their full obligations in this busi- 
ness partnership. They ask no 
unfair advantage and seek only 


the opportunity to so conduct 
their business as to produce mu- 
tual benefits for their sharehold- 
ers and for the people of the coun- 
try which has received them as its 
guests.” 


With Dempsey-Teg 
al to Tur Financial CHRON 
CHIC AGG 
Gartland is now 
Dempsey - Tegeler & Co., 209 
South La Salle Street. He was 
formerly with Kneeland & Co. 
and Link, Gorman & Co. 


Hemphill, Noyes A 
+ =ne P o Tt FINAN 
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Tucker III is with 
Noyes & Co., 231 Seut! 
Street. 
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DIVIDEND NOTICES 








AMERICAN & FOREIGN 


TWO RECTOR STREE 


COMMON STOCK 
DIVIDEND 


The Board of Directors of the | 
Company, at a-meeting held | 
this day, declared a quarterly | 
dividend of cents per) 
share on the Common Stack | 
for payment September 10. 
1957 to the of 
record at thie busi- 
ness August 4. 


25 


shareholders 
close of 
1957. 


old stock are urged 


Hlolders of thre 
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LIED PRODUCTS 
CORPORATION 


etroit 23, Michigan 


COMMON DIVIDEND NO. 78 
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A regular dividend of One 
been declared upon the Con 
Tosacco ComMPAaNny, payable 
to stockholders of record at 
1957. Checks will be mailed. 

. 


July 


30, 19357 














NE tention lens Meg 


208tH COMMON DIVIDEND 


Dollar ($1.00) per share has 
amon Stock of THe AMERICAN 
in cash on September 3, 1987, 
the close of business August © 


P) 


Harry L. Hrvvarp 


Vice President and Treasurcr 
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Continued from page 2 


The Security 
I Like Best — 


towers, anc nuclear energy powei 
plant equipment and research re- 
actors. Many of the corporation s 


foreign contracts are designed, 
engineered and constructed is 
conjunction with foreign subsid- 
iaries in Canada, England and 
France. About one-third of the 
orders are generated by foreigii 


subsidiaries and carry with them 


a higher margin of profit than 
the U. S. contracts. 

The backlog as of March 3l, 
1957 totalled $364,436,723; which 
was up fro £198,379.477 a year 
before. The present backlog is im 
pressive when measured against 
the 592.484 common shares out- 


standing. This works out to bette: 
than $615 of backlog per share, i 
tremendous leverage factor which 
makes possible a sizable increase 
in earnings for the remainder ol 


the current vear and 1958. Fo: 
1957, earnings are expected to 
better $5.00 a share, up sharpl) 


from $1.81 a share in the previous 
year when the steel strike inter- 
fered with the even flow of ma- 
terials. Virtually all contracts now 
in force are protected by full 
escalation including higher stecl 
costs which just became eifective. 
Thin marein contracts bid on in 
late 1954 and 1955 affording Little 
protection against rising costs have 
been largeiv completed. 

Assuming Foster Wheeler's vol- 


ume reaches the $200 million 
plateau and allowing for only a 
small increase in margins, it is 


not unreasonable to protect earn- 
ings in the neighborhood of $7-$8 
“# snare in 1958. based on the pres- 


ent capitalization. With produc 
tion starting to rise against in- 
creasing backlogs, the company 
has found it necessary to borrow 
$6,000,000 from banks on_ short- 
term notes to finance expanding 


inventories and, just recently, the 
company arranged a_ long-tern 
loan of $2,000,000 with an insur- 
ance company to expand preseni 
facilities. The increasing volume 
obviously underlines the need fo: 


more working capital and, in this 
rezard, equity financing at the 
end of 1957 or early 1958 seem 
u strong likelihood. Should tic 
stock continue to reflect the fa 
vorable longer-range outlook, < 
rights offering to shareholder 
nay pe in the offing. 


Foster Wheeler has the capacil)s 


to handle over $260,000,000 in bill- 
ings a year. This compares with 
ayy annual rate of sales less than 


$130,000,000 on 
jection of fi 
ume. Obviously, 


a straight line pro 
quarter 1957 vol- 
the expansion at 


ct 


FINANCIAL NOTICE 








Austrian Government 


Guaranteed Loan 1923-1943 


The the Austrian Govern- 


ment Guaranteeé Loan 1923-1943 refer to 


Trustees ot 


the announcement published by them on 
the 21st November 1935 in which they 
stated that they were aware of various 
legal proceedings which had been insti- 
tuted by certain bondholders in Austria 
and elsewhere with regard to the pay- 
ment of Bonds of the American issue con- 
taining a gold clause. They further stated 
that they desired it to be known that 
they would remain in office until further 


notice, and were retaining the securities 
provided under the General Bond and a 
portion of the Reserve Fund. 

In view of the lapse of time since the 
earlier notice was published, and in view 


of the fact that all legal proceedings 
against the Obligor or the Trustees for 
payment of the Bonds on a gold basis 


have failed or been discontinued wherever 
instituted, the Trustees desire it to be 
known that they intend to return to the 
Austrian Government, as soon as the 
ne arrangements can be com- 
pleted, the balance of the Reserve Fund 
now held by them, whereupon the Trus- 

ice will have been com- 


essar\ 


tees’ term ol serv 
pl 
For the Trustees of the Austrian 
Government Guaranteed Loan 1923-1943, 
PIERRE MEYNIAL, Secretary, 
14, Place Vendome, Paris, France 


D 3ist of July, 1957 








, the Dansville 


and Mountaintop 
plants has placed Foster Wheeler 
in an excellent competitive posi- 
tion with such companies as Bab- 
cock & Wilcox and Combustion 
Engineering. At the Mountaintop 
plant a number of new machines 
have ‘been installed for the manu- 
facture of components for nuclear 


energy power plants. The com- 
pany is currently selling such 


/components to Consolidated Edi- 


son, Duquesne Light Co., and the 





DIVIDEND NOTICES 
MANUFACTURING 


E ATO COMPANY 


CLEVELAND 10, OHIO 
DIVIDEND No. 148 
On July 26, 1957, the Board of 


Directors declared a dividend of 
seventy-five cents (75c) per share 
on the common shares of the 
Company, payable August 23, 1957, 
to shareholders of record at the 
close of business August 5, 1957. 
Ys R.G. HENGST, Secretary 


Manufacturing plants 
in 15 cities, located in 
five states and Ontario 































































AMERICAN ENCAUSTIC 
TILING COMPANY, INC. 


Manufacturers of Ceramic 
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government, keeping its foot in 
the atomic energy door. Fesides 
nuclear power plant equipment, 
marine boilers for the merchant 
marine show excellent sales po- 


tential. New tanker construction 
began to increase in 1956 and has 
greatly accelerated since. The 
company has contract for the 
main boiler and condensers for a 
second Navy aircraft carrier of 
the Forrestal class, The USS Con- 


a 


| Stellation, and has built compo- 


/nents for the highly successful 


DIVIDEND NOTICES 








The Singer Manufacturing 
Company 
Board of Directors has declared a 





The 





quarterly dividend of fifty-five cents per | 


| Sharc payable on September 13, 1957 to 
| stockholders of record at the close of 
| business on August §, 1957. 


D. H. ALEXANDER 
Secretary 


July 24, 1957 











MIAMI COPPER COMPANY 


61 Broadway, New York 6, N. Y. 
July 24, 1957 
\ quarterly dividend of fifty (50e) | 


/cents per share was declared, payable | 


September 26. 
of record at 


1957, 
the 


to 
close 


of 


business 


| September 11, 1957. 


JOHN G. GREENBURGH, 


Treasurer. 





Wall and Floor Tile 



















































STOCK D'VIBENDS 
Declare. suly 24, 95] 

Cash: 15¢ per share 
Payable Augus. 30, 195/ 
Record Date Augusi 16, 1957 

Stock: 4% a 
Payable December 15, 195/ 
Record Date November lo, 1957 
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AMERICAN 
BANK NOTE 





‘ ’ a 
COMPANY 
Preferred Dividend N 06 
Common Dividend No. 19¢ 
A quarterly dividend of 75¢ pe 
(1 on. the Preferred Stock for the 
juarte ending September 1057 d 
dividend 1 je ire ‘ the Con 
mon Stock have bee declared Both 
dividends are payable October 1, 1957 1 
holders of record September 6, 1957. T 
xk transfer | k iil remain open 
EB. I Pac SOC} ; and Treasures 
July 24, 1957 


itete | 


yetaniieeli 







DIVIDEND 


Quarterly dividend No. 
146 of $.75 per share has 
been declared on the Com- 
mon Stock of 


ALLIED CHEMICAL & DYE 


CORPORATION 
payable September 10, 
1957, to stockholders of 
record at the close of busi- 
ness August 16, 1957. 

RICHARD F. HANSEN 

Secretary 


July 30, 1957 


| Continvous Cash Dividends 
Have Been Paid Since 
Organization in 1920 








OF DELAWARE, INC, 
DIVIDEND NO. 64 

The Eoard of Directors declared a 
year cnd dividend of 10c per share in 
addition 1 the regular quarterly divi- 
dend of “Cc per share on the common 
stock, bcth payable August 30, 1957 to 
stockholders of record August 20, 1957. 

Transfer books will not be closed 

SYLVAN COLE 

Chairman of the Board 





stockholders | 











National 
Distillers 
and 
Chemical 
Corporation 





DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
25¢ per share on the outstanding 
Common Stock, payable on Sep- 
tember 3, 1957, to stockholders 
of record on August 9, 1957. 
The transfer books will not close. 
PAUL C. JAMESON 
July 25, 1957. 





Treasurer 

















CASH DIVIDEND No. 40 


The Board of Directors of 
Delta Air Lines, Inc. has 
declared a quarterly divi- 
dend of 30c per share on 
the capital stock of the 
company, payable Sep- 
tember 3 to stockholders 
of record at the close of 
business August 15. 


DELTA AIR LINES, INC. 
General Offices: Atlanta, Ga. 


We 























XL 








atomic submarine, the Nautilus. 
Conceding the cyclical nature of 

the company’s business and the 

volatile swings in profits as a re- 


sult, the common shares of Foster 
Wheeler, currently selling about 
12 times indicated 1957 earnings, 
appear attractive for immediate 
capital appreciation where income 
is of secondary importance. 


DIVIDEND NOTICES 


Selecting 


CORPORATION 
DIVIDEND No. 15 


The Board of Directors has 
declared a regular quarterly 
dividend of Fifty cents ($0.50) 
a share on common stock 
payable August 19, 1957, to 
stockholders of record 
August 9, 1957. 











ns 


YS 


M. J. FOX, Jr. 
Vice President 
and Treasurer 


Bloomfield, N. J. 
July 23, 1957. 




















SOCONY MOBIL 
OIL COMPANY 


INC. 


Dividend No. 186 


The Board of Directors on July 
23, 1957 declared a quarterly divi- 
dend of 50¢ per share on the out- 
standing capital stock of this 
Company, payable September 10, 
1957, tostockholders of record at the 
close of business August 2, 1957. 


A. M. Suerwoon, Secretary 











PHELPS DODGE 
CORPORATION 


The Board of Directors has 
third divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock 
this 
September 


declared a quarter 


of Corporation, 
10, 1957 


of record 


payable 
stock- 
16, 


to 
holders 
1957. 


August 


M. W. URQUHART, 


Treasurer. 








July 31, 1957 











Pullman 


Incorpora ted 


360th Dividend and 
91st Consecutive Year of 
Quarterly Cash Dividends 


A regular quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on September 
M4. 1957, to stockholders of rec- 
ord August 23, 1957. 
CHAMP CARRY 


President 


[ketocc] 
“Ww 
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(519) 47 


With P. de Rensis 
(Special to Taz FinANCIAL CHRONICLE) 
BOSTON, Mass.—Dante Baller- 


ini is now with P. de Rensis & 
Co., 126 State Street. 


DIVIDEND NOTICES 





























71st REGULAR DIVIDEND 


The directors, on July 18, increased the Com- 
pany’s regular quarterly dividend (No. 71) 
to thirty-three (33) cents per share on its 
common stock, payable September 20 fo 
shoreholders of record August 8. This action 
raises the annual dividend rate 10 per cent 
to $1.32 per share os compared to $1.20 pre- 
viously. The quarterly dividend (No. 9) on 
the 4'4 per cent Cumulative Preferred Stock, 
Series A, at 28th cents per shore, and the 
quarterly dividend (No. 9) on the 5% per 
cent Cumulative Convertible Second Pre- 
ferred Stock, Series of 1955, at 414th cents 
per share, each will be paid on September 1} 
to shoreholders of record August 8. 

W. D. FORSTER, Secretary 

July 18, 1957 


SUNRAY MID-CONTINENT 
Od Company 


SUNRAY BLDG. TULSA, OKLAHOMA 








THE TEXAS COMPANY 
220th 


Consecutive Dividend 








A regular quarterly dividend of 
fifty cents (50¢) per share on 
the Capital Stock of the Company 
has been declared this day, pay- 
able on September 10, 1957, to 
stockholders of record at the close 
of business on August 9, 1957. 
The stock transfer books will re- 
main open. 

S. T. Crosstanp 


Vice President & Treasurer 
July 26, 1957 























UNIO 
CARBIDES 


A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation has 
been declared. payable September 
3. 1957 to stockholders of record at 
the close of business August 2. 1957. 
BIRNY MASON, JR. 
I ice-President and Secretary 


i NION CARBIDE CORPORATION 











YALE & TOWNE 
Declares 278th Dividend 
37'2¢ a Share 


On July 25, 1957, 
dividend No. 278 
of thirty-seven 
and one-half cents 
per shore was 
declared by the Board 
of Directors out 
of past earnings, 


~ 


aut , 





payable on 

(> | Oct. 1, 1957, to 
Mae stockholders of record 
(=a at the close of business 


Sept. 10, 1957. 
’ Wm. H. MATHERS 


Vice-President and Secretary 


THE YALE & TOWNE MFG. co. 


Cash dividends paid in every year since 1899 
































Washington .. . 


Behind-the-Scene Interpretations 
from the Nation’s Capital 





WASHINGTON, D. C. — Pre- 
diction by Secretary of Com- 
merce Sinclair Weeks that 1957 
will be the best year economi- 
cally in the history of the United 
Siates came as no surprise to 
economists in the Nation’s Cap- 
ital. 

Plant expansion and expen- 
ditures for tools and equipment 
have been running ahead of the 
corresponding period in 1956. 
While private housing is off. 
construction in this field is still 
heavy. The vast highway con- 
struction program is picking up 
each month. 

With forecasts of another great 
year economically, there was re- 
newed apprehension in Congress 
about the inflationary trends. 
Both Secretary Weeks and Con- 
Bress warned that the new rise 
in living costs was bad for the 
country. 

Representative Wright Pat- 
man, Chairman of tne Joint 
Economic Committee, said his 
colleagues on the committee are 
freatly concerned at the con- 
tinued price rise. As a result 
the Joint Economic Committee 
staff has been directed to blue- 
print a broad committee study 
of the factors affecting prices 
and price-making. The factors 
will be considered at a comimii- 
tee meeting in the early fall. 

The Joint Economic Commit - 
tee declared recently that infla- 
tion is a grave economic prob- 
Jem facing the American econ- 
omy. Failure to deal with it 
forthrightly will result in in- 
creasing hardships for millions 
of people in this country. 


Warn of Inflation Threat 


The committee insisted thai 
the rapid expansion of the Fed- 
eral Government spending in 
recent years, on the heels of 
sharp increases in consumption 
and investment in the private 
economy channels are contribut- 
ing factors to current inflation- 
ary conditions. 

“Public policies must face up 
squarely te the problem of in- 
fiation,” said the Joint Economic 
Committee. Restraining infla- 
tion rever has been and never 
will be an easy job. It requires 
snaking hard decisions in public 
policies to contend with the 
problems which may become it- 
creasingly complex. The current 
difficulties in management ot 
the Federal debt offer an im- 
pressive example. Demands for 
immediate and substantial tax 
reduction and for more freely 
available credit are others. 
Steady economic growth and 
stable prices, however, will not 
be achieved unless we are 
guided by appraisal of the find- 
ings of objective and dispassion- 
ate inquiries.” 


Seft Spots Cited 


Chairman Wilbur D. Mills 
(Arkansas) of the Subcommittee 


on Fiscal Policy for the Joint 
Committee, reported that the 
economic outlook for the re- 
mainder of 1957 ard early 1958 


indicated continued increases in 
outnut and income. At the same 
time the subcommittee findings 
said “a number of soft spots in 
the econcmy emphasize the need 
or continuing alertness to possi- 
ble changes in overall levels of 
economic activity which may 
require revisions in current pub- 
lic policies.” 


The Joint Committee main- 
tains that in order to justify 
reductions under conditions cai 
steady economic growth, more 


remains to be done 


vy Congress 


And You 


and the executive branch of the 
government regarding spendin. 
during the 1958 fiscal year. 

Thus tar, Congress has been 
diseppointing to many people in 
reducing spending. Notwith- 
standing the lack of reductions, 
members of Congress apparently 
pelieve that a dominant 
when Congress convenes in Jan- 
uary will be taxes and the tax 
burdens, 

The last tax cut was in 1954. 
Many people have written their 
Congressmen and have button- 
holed him when he was back 
home, asking him to vote for tax 
cuts. 


issue 


Seek Tax Analysis 

With the Federal tax rates 
now almost as high as they were 
during World War II, there is 
growing talk of overhauling the 
Internal Revenue Code. Neces~- 
sity jor tax relief has been ap- 


parent for a long time, some 
members feel. 
Current income taxes begin 


with a rate of 20% on incomes 
of 32,000 and under. However, 
the taxes run as high as 91%. 
The Federal estate tax now runs 
as high as 77%. The corporation 
tax is 52%. 

There have been hundreds of 
bills introduced at this session 
ihat would reduce taxes or pro- 
vide for tax exemptions in one 
form or another. The House 
Ways and Means Committee is 
currently having hearings oa 
some phases of tax cuts, and is 
planning others during the Con- 
gressional recess during the late 
fall. 

There is no chance of passage 
of a “vas bill” to remove con- 
trols from the Federal Power 
Commission and thus leave reg- 
ulatory powers in the hands of 
the states, at this session. There 
are numerous members of the 
Senate and House who still 
maintain that President Eisen- 
hower pulled the legislative rug 
from under them when he ve- 
toed a somewhat similar bill a 
year ago. 

Despite the fact that the pos- 
tal pay-raise bill passed the 
House by the lopsided vote of 
379 to 38 on a roll call vote re- 
cently, the measure appears to 
have less favorable chance of 
passage by the Senate, but it 
will be alive when Congress re- 
convenes in January. The House- 
passed bill would grant a $4546 
annual raise to more than 500.- 
000 postal workers. 


School Bill Killed 

The narrow margin by which 
the House killed the bill author- 
izing $1.5 billion in Federal 
school construction money to 
states did not reveal the actual 
margin of opposition. Had the 
vote been on the direct issue 
instead cf on a motion to strike 
the enacting clause, it would 
have been defeated by a sub- 
stantially greater vote than the 
narrow 208 to 203 margin. A 
number of House members said 
that while they were opposed to 
the Eisenhower administration 
construction bill, they did not 
like the method by which it 
was dumped. Perhaps the pro- 
posal will be revived in 1958. 

Prior to the strike in the ce- 


ment industry, construction in 
the United States was moving 
ahead at another record pace. 


While private construction like 
houses, stores and churches, 


Was 


oft the first half of 1957, other 
lines of construction have been 
‘faking place at a record level, 
according to the Department of 
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BUSINESS BUZZ 
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“| think 


the boss is cracking up—lI asked him for a 


cut in the profits and he told me to do this!’’ 


Commerce De- 


partment. 

Construction outlays for the 
first half of the year were at an 
annual rate of about $46.7 bil- 
lion, compared with actual ex- 
penditures of $46.1 billion for 
all of 1956. 

Despite the decline in private 
housing, the Commerce Depart- 
ment says reports show that pri- 
vate construction accounted for 
more than 70° of all new build- 
ing during the first six months 
of this year. 


and the Labor 


Expect Freight Rete Increase 

Indications are growing that 
the Interstate Commerce Com- 
mission will grant an increase 
in freight rates to the railroads, 
probably before Thanksgiving. 
Last December and earlier this 
year the Eastern, Southern and 
Western carriers were given an 
interim increase. Any future in- 
crease would be “over and 
above” the interim raise, quali- 
fied sources say. 

Meantime, qualified people 
say the railroads have made a 
strong case for themselves rela- 
tive to improved passenger 
equipment. The lines were sum- 
moned to the Nation’s Capital 
several weeks ago to give a re- 
port to the Interstate Commerce 
Commission on what they have 
done to improve service and at- 
tempt to win back many former 
railway passengers who have 
taken to the airways. 


ICC 


railroads 


records show that the 
chalked up a 
keeping loss of $696.9 million in 
1956, the second highest on rec- 
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ord. The highest was $704.5 mil- 
lion in 1953. The lines last 
showed a profit during gasoline 
and tire rationing during World 
War II. 

In the testimony now before 
the ICC, spokesmen for the rail- 
road industry said the carriers 
have spent nearly S800 million 
for 8.894 new passenger cars 
and $600 million in passenger 
locomotives in the last 25 years. 

Nevertheless, spokesmen said 
that had the investments not 
been made in new equipment, 
their losses would have been 
even greater. Peering into the 
future, spokesmen say that the 
vast new interstate highway 
program, plus the expanded air- 
lines and more new airports, the 
railway passenger business is 
not bright despite the tremen- 
dous population growth. 

The question remains: Would 
the railroads be better or worse 
off if they abandoned passenger 
service? The tracks, the stations, 
and many employees would still 
have to be kept for the norma! 
freight train operation, 
Subsidize Passenger Service? 

The question has been raised 
on Capitol Hill whether or not 
that the passenger trains should 
be subsidized from tax funds 
like airplanes and steamship 
lines. Ernest C. Nickerson, the 
New York Central’s Vice-Presi- 
dent in charge of passenger sales 
and service, pointed out to the 
ICC that the public has “learned 
to accept subsidy from the gov- 
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other forms of. transportation.” 
He added that railroad passen- 


ger service is subsidized now 
from the freight shipper or the 
railroad investor. 


[This column is intended to re- 
flect the “behind the scene” inter- 
pretation from the nation’s Capital 
and may or may not coincide with 
the “Chronicle’s” own views.] 
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Business 


Man’s 
Bookshelf 


Charting Steel's Progress — A 
Graphic Facts Book on the Iron 
and Steel Industry — American 
Iron and Steel Institute, 150 
East 42nd Street, New York 17, 
N. Y.—(Paper)—Single copies 
on request, additional copies 50c 
each 























Economic Development of Jordan 
—International Bank for~ Re- 
construction and Development 
—The Johns Hopkins Press, 
Homewood, Baltimore 18, Md.— 
(Cloth )—$7.50. 


Encyclopedia of American Asso- 
ciations — With Supplements —- 
Gale Research Company, Book 
Tower, Detroit 26, Mich.— $15. 


Federal Labor Laws and Agencies 
—U. S. Department of Labor, 


341 Ninth Avenue, New York 
1, N. ‘Y.—40c. 
Film Library. Catalogue—List of 


sound films available 
showing industrial, 
commercial and business. or- 
ganizations, schools, women’s 
clubs; church societies, labor 
bodies, service clubs, fraternal 
organizations and other respon- 
sible groups—New York State 
Department. of Commerce, 112 
State Street, Albany 7, N. Y. 


Natienal Security and Fereign 
Poliey in the Application ef 
American Antitrust Laws to 
Commerce With Foreign Na- 
tions — Association of the Bar 
of the City of New York, 42 
West 44th Street, New York, 
N. Y.—(Cloth). 


16-mm. 
for «free 


Nuclear-Atomic Econemic Survey 
—On high-energy “exotic fuels 
and high-temperature metals— 
Nuclear-Atomic Economic Sur- 
vey, 101 Park Avenue, New 
York 17, N. Y.—$5. 


Pick’s Currency Yearbook—Franz 
Pick Publishing Corporation, 
New York 6, N. Y.—(Cloth)— 
$35. 


Tips to Typists — Smith-Corona. 
Inc., 701 East Washington Street, 
Syracuse, 1, N. Y. — (Paper) — 





On request. 

Your Buying Guide to Mutual 
Funds and Invesiment Com- 
panies—Leo Barres—American 


Research Council, Larchmont. 
N. Y.—(Paper )—$3.95. 


TRADING MARKETS 


Botany Mills 
A. S. Campbell Co. Com, 
Fashion Park 
Indian Head Mills 
United States Envelope 
Morgan Engineering 
National Co. 
Riverside Cement 
Flagg Utica 


LERNER & GO. 


Investment Securities 


10 Post Office Square, Boston 9, Mass, 
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